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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1956 


MONDAY, MARCH 21, 1955 


Unrrep STATEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 2 p. m., pursuant to notice, in room F-82, 
the Capitol, Hon. A. Willis Robertson (chairman of the subcommit- 
tee) presiding. 

Present: Senators Robertson, Hayden, Dirksen, Potter, Johnston, 
Pastore and Carlson. 


POST OFFICE DEPARTMENT 
OFFICE OF THE POSTMASTER GENERAL 


STATEMENTS OF CHARLES R. HOOK, JR., DEPUTY POSTMASTER 
GENERAL; NORMAN R. ABRAMS, ASSISTANT POSTMASTER GEN- 
ERAL, BUREAU OF POST OFFICE OPERATIONS; E. GEORGE SIEDLE, 
ASSISTANT POSTMASTER GENERAL, BUREAU OF TRANSPORTA- 
TION; PAUL C. LEDRICK, DEPUTY ASSISTANT POSTMASTER 
GENERAL; ALBERT J. ROBERTSON, ASSISTANT POSTMASTER 
GENERAL AND CONTROLLER, BUREAU OF FINANCE; ORMONDE A. 
KIEB, ASSISTANT POSTMASTER GENERAL, BUREAU OF FACILI- 
TIES; EUGENE J. LYONS, ASSISTANT POSTMASTER GENERAL, 
BUREAU OF PERSONNEL; DAVID H. STEPHENS, CHIEF POST 
OFFICE INSPECTOR; ABE McGREGOR GOFF, SOLICITOR; JOSEPH D. 
COOPER, EXECUTIVE ASSISTANT TO THE DEPUTY POSTMASTER 
GENERAL; CHAUNCEY ROWE, SPECIAL ASSISTANT TO THE 
DEPUTY POSTMASTER GENERAL; CLARENCE N. BRUCE, DIREC- 
TOR, DIVISION OF BUDGET; AND FRANK R. BARTH, FISCAL 
CONSULTANT 


RESTORATIONS REQUESTED 


Senator Roperrson. The committee will please come to order. 

Last week the Postmaster General informed me that his personal 
physician thought he had been going a little too strenuously and should 
take a little rest. I told him that it would be quite agreeable with me, 
and I believed the entire subcommittee, if his very able Under Secre- 
tary, Mr. Charles Hook, who was Acting Postmaster, would present 
the position of the Department with respect to the pending budget; 
so at this time I will recognize Mr. Hook. 

1 
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Mr. Hook. Thank you, Mr. Chairman. 

As the Postmaster General has indicated to you, he cannot be here 
today and sends his sincere regrets to you and to your committee. 

We appreciate this opportunity to present our request to you for 
restoring a portion of the funds eliminated from our 1956 budget 
submission as embodied in H. R. 4876, which passed the House “of 
Representatives on March 15. 

We believe our budgetary requests as originally submitted were real- 
istic and necessary. However, we are 1 requesting restorations only of 
those items which we feel are the absolute minimum to provide ade- 
quate postal service. 

HOUSE ACTION 


The House made reductions in each of our five appropriations. We 
are not requesting that the reduction of $599,000 for Administration 
and $114,000 for Finance be restored. We do feel, however, that it is 
most essential that the reductions of $36,363,000 made in “Opera- 
tions,” of $27,241,000 in “Transportation” and of $4,800,000 in 
“Facilities” be restored. 

MAIL VOLUME 


As the primary purpose of the postal service is to deliver mail 
promptly, the question of the volume of mail is of paramount impor- 
tance. For the fiscal year 1955 we estimated an increase of approx!- 
mately 2.5 percent in the number of pieces of mail. For the first 6 
months of fiscal 1955 we actually handled more pieces of mail than 
we had estimated. In fact, the monthly reports from our 300 largest 
post offices indicate that we are handling 5 percent more than the 
corresponding period in 1954. 

For fiscal 1956 we have estimated an increase of approximately 3 
percent over 1955. This is the minimum normal increase to be ex- 
pected when the economy is stable. There is nothing that indicates 
at the moment that the number of pieces will increase less than 3 per- 
cent, and if the first 6 months of fiscal 1955 are any indication, the 5 
percent estimate is conservative. 

It would be unrealistic to assume that fluctuations in past estimates 
due to the end of hostilities and adjustments in business to a peacetime 
economy make the current estimates too high. 

In fact, the average annual increase in the last decade has been 
considerably more than 3 percent. 


RESTORATIONS REQUESTED 


Three items have been reduced and one eliminated in the House 
bill about which I would like to comment. These are (1) “Opera- 
tions,” $36,363,000; (2) “Transportation, ” $27,241,000; (3) “Fac “il- 
ities,” $4,800,000 and (4) “Credit for payments for special services, 
$10,362,000. 

These amounts may be summarized as $68,404,000 of expense items 
and $10,362,000 of identified subsidies and free mailing privileges. 
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OPERATIONS 


The reduction of $36,363,000 in “Operations” would reduce funds 
available for that appropriation to less than the amount that will be 
actually expended in 1955. It is this appropriation from a h the 
salaries of postmasters, supervisors in post offices, clerks, carriers 
special-delivery messengers, custodial employees, and ochars in the 
post offices are paid. Mail volume is inc reasing, and there is no doubt 
but that we shall be required to handle more mail next year than we 
are handling this year. Yet the funds provided in the 1956 appropria- 
tion bill as it aie the House are actually less than will be spent in 
1955. 

It should also be pointed out that the 1956 estimate included an 
additional $11 million for the full-year cost of uniforms and the Gov- 
ernment’s share of the group insurance program. ‘These costs are 
beyond our control. 

Field employees receive mandatory promotions each year when re- 
ceipts increase (in the case of postmasters and supervisors), and annu- 
ally for clerks, carriers, and others until they reach their maximum 
grade. These promotions will cost more than $14 million in “Opera- 
tions” in 1956. If normal turnover is experienced this could be re- 
duced to $4 million. This, again, is an item over which we have no 
control. 

It is primarily this appropriation, also, that is responsible for ex- 
pansions of service necessary to meet the needs of growing communi- 
ties. We have included an increase of more than $11 million in the 
1956 submission for “Operations” for that purpose. The major part 
of this sum is for expansion of city and rural delivery service. This 
request is an absolute minimum in view of population increases and 
shifts. 

I know that each of you gentlemen is aware of the ever-increasing 
problems in your own State resulting from the rapid movement of 
metropolitan ‘populations into suburban areas and the necessity of giv- 
ing these citizens adequate postal service. 

For all these reasons we need full restoration of our appropriation 
request. 

TRANSPORTATION 


— 


The reduction of $27,241,000 in the appropriation “Transportation” 
can only result in deterioration of the service in view of the steadily 
increasing volume of mail to be transported. From this appropria- 
tion is paid the cost of every form of nonlocal transportation used by 
the postal service, including railroads, steamships, airlines, and high- 
Way carriers. 

We feel that it is most important that this reduction be restored to 
the » appropr iation for the following reasons: 

(1) The type of service that we render the patron is dependent 
upon the rapidity of transportation. We cannot expedite delivery of 
a letter at its point of destination unless there is a similar expeditious 
handling in the transportation facilities. To accomplish this objec- 
tve, we use railway post oflices in trains, short- haul truck service, 
feeder airlines, highway post offic ‘es, and other means wherever the 
service can be’ expedited without increasing unduly the cost of the 
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postal service. Without adequate funds we would have to utilize 
slower and less frequent means of transporting the mail with resultant 
delays in delivery. 

(2) We also have the common problem in transportation that con- 
tracts renewed are at consistently increasing rates. New messenger 
service, star- and truck-route contracts must be increased because 
higher rates are required to meet the operator’s rising costs. We are 
likewise being called upon to make upward adjustments i in present con- 
tracts. These increases are mandator y under the law if we are to retain 
the services of the contractors. 


FACILITIES 


In our submission for the appropriation “Facilities” we requested 
an increase of $11,755,500 over 1955. The House reduced this by 
$4,800,000. 

This is a service bureau. The entire postal service must depend 
upon the Bureau of Facilities for all equipment, supplies, space, ve- 
hicles, communication cost, utilities, and printing. Reductions in 
these services will increase the costs of personnel in other accounts 
many times the amount of the reduction in “Facilities.” 

The Bureau of Facilities is not dependent for the amount of money 
it needs upon increased volume as much as it is upon the actual need to 
provide plant and modern equipment to meet the physical growth of 
communities which has been tremendous in the last decade plus the 
necessity to modernize with material-handling equipment the already 
overloaded and obsolete mail-handling plant. 

Without adequate funds this Bureau will be unable to provide the 
operating bureaus with the plant and equipment they so badly need. 

The only places where this proposed reduction could be taken would 
be in a reduction of the light, color, and ventilation program to im- 
prove working conditions and a reduction in the purchase of modern 
equipment. 

Either would be extremely harmful to employee morale and 
efficiency. 

CREDIT FOR SPECIAL SERVICES 


We included language in the budget submission which would author- 
ize an appropriation of $10,362,000 out of the General Fund of the 
Treasury for credit to postal revenues. 

Here is the purpose of this request. 

The published deficits of the Post Office are not a literally accurate 
measure of the postal deficit. The Post Office has undertaken a num- 
ber of steps, with the help of the Congress, so that its books will reflect 
the true postal deficit. Important progress has resulted from the fol- 
—~ ine changes, among others: 

Transfer of airline subsidies to the Civil Aeronautics Board. 
. Reimbursement for the cost of ‘arrying mail for other agencies 
i departments. 

Other smaller items of subsidy and expense still obscure the true pic- 
ture of the postal deficit. We requested appropriation language to 
clarify the deficit by removing $10,362,000 for free mailing privileges, 
and identified subsidies. These are items over which the Department 
has no control and which should be recovered from general taxation 
and not from patrons of the postal service. 
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The items that we are requesting for the $10,362,000 credit for 
special services are: 

For subsidies resulting from our transportation of United States 
mail by foreign air carriers at the Universal Postal Union rate in ex- 
cess of the rate prescribed for United States carriers. 

For an amount equivalent to postage for matter sent in the mails 
free of postage. 

3. For the difference between the established rates of postage and 
the lower rates for matter exempted from established rates. 

We are requesting restoration of this language. It will not increase 
the amount which the Department can spend, but will more accurately 
identify the elements responsible for the postal deficit. 


CONCLUSION 


May I say in summary that we sincerely believe the restoration of 
the items submitted for your consideration is essential to provide the 
kind of postal service we both desire. 

We hope you will give us the necessary funds to do the job. 

Thank you, Mr. Chairman and members of your committee, for 
your considerate attention. 


MAIL VOLUME 


Senator Ropertson. Mr. Hook, you made the statement that the 
volume of mail estimated for ms next fiscal year would be 3 percent 
above that of the previous year. Is it the experience of the Depart- 
ment that, with increased See activity, mail increases ? 

Mr. Hook. I would say that is definitely the experience of the De- 
partment. 

Senator Ropertson. Of course, it is generally known at the present 
time the general business activity of the Nation is at least 3 percent 
above what it was in 1954 and closely approaching what it was in 
1953. How does the volume of mail which will influence your oper- 
ations cost this fiscal year compare with what it was in the calendar 
year 1953? Do you have any such comparison ? 

Mr. Hook. I am not sure I understand the last question. The vol- 
ume currently as compared to last year? 

Senator Ronertson. No; the volume that you estimate, which the 
House said is more than they thought you were going to have. How 
does that compare with 1953 when the industrial prosperity was good ; 
at least so far as the calendar year is concerned? It is difficult in deal- 
ing with 2 years, 1 a calendar year and 1 a fiscal year, to draw an exact 
comparison. 

Mr. Hook. Mr. Bruce will answer that question for you, Senator. 

Mr. Bruce. Mr. Chairman, for the fiscal year 1953 we handled 50.9 
billion pieces of mail. For 1956 we estimate 55.2 billion pieces of mail. 

Senator Roperrson. How about the calendar year 1954? Was that 
more or less than 1953? 

Mr. Bruce. I only have figures for the fiscal 1954 and that ended 
June 30 of that year, and was 52.2 billion pieces of mail or 1.3 billion 
more than the previous fiscal year. I presume that the calendar year 
would be about the same ratio.: 
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RESTORATIONS REQUESTED 


Senator Ronerrson. I understand that you are asking for the resto- 
ration of your budget estimate in three appropriation titles ? 

Mr. Hook. That is correct. 

Senator Roserrson. Do you know whether or not you were called 
upon to explain very fully to the Budget Bureau your estimate of 
what it would take for Operations 4 

Mr. Hook. Yes; we did. 

Senator Roserrson. And with that large staff do you think they 
carefully examined your request and gave you more than you asked, 
less than you asked, or just what you asked ? 

Mr. Hloox. They gave us less than we asked, Senator. 

Senator Rosrrrson. After hearing your estimates and reviewing 
the estimate they cut it down to the figure that appears in the budget / 

Mr. Hook. That is correct. 

Senator Roserrson. And you believe that the budget estimate is the 
minimum figure which, in your opinion, will be 1 equired 4 

Mr. Hook. We believe that is the minimum figure to provide ade- 
quate postal service in 1956. 

Senator Ronerrson. The expenditures that are involved are not 
expenditures that you can at your option reduce? You just have to 
meet these expenditures and if you don’t get enough now you have to 
come back for a supplemental next year ? 

Mr. Hoox. We have reduced expenditures, Senator, in every con- 
ceivable way we can think of. <A lot of these reductions in expense 
are one-time reductions, so that we have to take those into account 
in estimating a future year. In other words, for example, in trans- 
portation we have been able to effect some reductions of material size 
in transportation costs, but those are approaching the diminishing 
point, so that in the future years we cannot again hope to get the 
same reductions we have had in the past. 

Senator Rosnerrson, Under what items come your salaries? I un- 
derstand some of them are in this item, but not all of them. 

Mr. Broce. The salary items, Mr. Chairman, are scattered among 
all five appropriations, but the preponderance is in Operations, which 
includes all of the field service except the postal transportation clerks. 


PAY INCREASES 


Senator Roserrson. Will the budget estimate take care of an in- 
crease in postal pay ? 

Mr. Bruce. No, sir. 

Senator Ronsienan. That is not included ? 

Mr. Bruce. No, sir. 

Senator Roperrson. The House voted today, 302 to 120 to reject a 
motion to suspend the rules and pass the postal employees’ pay raise. 
This pay raise is not included in your present submission ? 

Mr. Hloox. No, sir; Senator. 

Senator Ronerrson. Then I understand that you are very definitely 
of the opinion that with the volume of the mail, the promotions, the in- 
crease in salaries, these are so close to the figure that you are requesting 
that if it is cut by this $36,363,000 in the House you would be forced to 
come back next year for a supplemental ? 
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Mr. Hoox. We believe we would, Senator. 
TRANSPORTATION RATES 


Senator Roserrson. Do you have any real control over the cost of 
transportation, over and above the economies you said you have al- 
ready figured in that field ? 

Mr. Hook. Mr. Siedle, who is assistant Postmaster General for 
Transportation, will answer that question, Mr. Chairman. 

Mr. Siepie. The rates we pay the railroads are fixed by the Inter- 
state Commerce Commission. The rates that we pay the airlines are 
fixed by the Civil Aeronautics Board. Only with the highway carriers 
do we have the opportunity to negotiate the rates ourselves, 


TRANSPORTATION VOLUME 


Senator Ronerrson. As I read the House report on operations, they 
said that they believe the volume of mail may be overestimated. They 
do not indicate any testimony—lI did not find any testimony in the 
House hearings and I do not know whether we will get any or not, but 
we certainly have not so far—that the volume will not increase by as 
much as 3 percent or that the cost will be less than the budget estimate. 

Tell us about this item of transportation that the House reduced 
$27,241,000 Would you tell us what the House report said was the 
justification for that cut 4 

Mr. Hoox. They based their reduction almost entirely on the differ- 
ence of opinion with respect to the volume of mail to be carried. 

Senator Roperrson. First they took the position that the volume 
would not be as much as you anticipate and therefore in the second 
appropriation you will not have as much to haul, the evidence before 
the House being the same in both instances ? 

Mr. Hook. Of course, we are relying fairly heavily, Senator, on the 
fact that in the first 6 months of the current or calendar year volume 
is increasing more than our estimate. We estimated 2.7 percent and 
it is increasing at the rate of 5 percent. Those are actual figures; so 
that if that keeps up it would look like our estimates are conservative. 
We don’t believe that an estimate made almost 2 years ago is as valid 
as an estimate based on actual volume for the first 6 months of this 
fiscal year. 

TRANSFER BETWEEN APPROPRIATIONS 


Senator Ropertson. If Congress appropriates more for operations 
and for transportation, do you have the privilege of transferring that 
to something else and spending it, or do you keep it and let Congress 
know that you did not spend all we gave you for those two items? 

Mr. Hook. I would say there are two parts to that question, Senator. 
We have set up in the Post Office a mechanism called the Postmaster 
General’s reserve. Into that reserve fund goes every dollar of savings 
that we can make regardless of our appropriation or under our appro- 
priation. No money can be transferred out of that reserve without the 
specific approval of the Postmaster General or myself; so that we 
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believe that if any estimate is wrong we have the mechanism to trap 
every single dollar and return it to the Treasury. We do have some 
flexibility. in transfers. Mr. Bruce can explain that to you. 

Mr. Bruce. We may transfer not to exceed 5 percent from one ap- 
propriation to another with the limitation of not to exceed $2 million 
to “administration.” We may transfer functions in reorganizational 
changes. 

Senator Rorrerrson. Along with this proposal that an increased vol 
ume means increased expenditures for both Operations and ‘Transpor- 
tation, do you have any fixed ratiof Would a 1-percent increase put 
the costs up 1 percent, or is there any — ratio, and if so what is it? 

Mr. Hoox. The overall increase is 1.9, Senator, for an estimated 
increase of 3 percent in business, but the different Bureaus estimate 
their own requirements independently based on their opinion of how 
this mail volume affects their future needs. 


SIMPLIFIED ADDRESS MAIL 


Senator Roserrson. What will be the effect, in your opinion, of 
rescinding the so-called junk-mail privilege in certain categories on 
which vour requests, in part at least, are based ? 

Mr. Bruce. Mr. Chairman, this is primarily a method of mailing 
and we have no reason to believe that the same mailings will not shift 
to another type under the same classification. The rate is identical. 
It is just the method of preparing the address label. To answer your 
question categorically, 1 doubt that it will go down any. 


SAVINGS IN 1955 


Senator Ronertson. You have mentioned your privilege of transfer- 
ring a certain percentage of appropriations to other items. I under- 
stand you know you have an unobligated fund for fiscal 1955. How 
much is that unobligated fund and w hat do you propose to do with it? 

Mr. Hook. The present fund that you speak of, Mr. Chairman, is 
in the Postmaster General’s reserve and of course it would be our 
hope that we could keep expenses down sufliciently to return that, to 
the Treasury. However, it is too early to predict how much of that 
money will be needed elsewhere. 

Senator Roserrson. The House report on page 9 says you have $52 
million in that fund. That is quite a reserve. 

Mr. Bruce. That was taken out of the submission, Mr. Chair- 
man. We deducted that from the amount appropriated for 1955 in 
reflecting the obligations for 1955 in order to build a base for 1956. 

Senator Rosertson, That is what I was trying to get at. You have 
this in reserve, but you have already taken that. into consideration in 
the reduced estimate ? 

Mr. Bruce. That is correct, sir. 

Senator Roserrson. Is that a full explanation, do you think now? 

Mr. Hook. It actually reduces our base. 

Chairman Haypen. My recollection in the Department of the In- 
terior is that where funds are accumulated in one operation, that is, 
unexpended, and might be used in another, there is authority to trans- 
fer a number of them, but in each instance there must be an approval 
by the Director of the Budget. Does the Postmaster General consult 
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with or obtain approval from the Director of the Budget when he 
makes a transfer out of his reserve fund ? 

Mr. Bruce. It will only require permission of the Director of the 
sureau of the Budget when transfers are made between different ap- 
propriations. If the transfer is made out of the reserve fund in the 
same appropriation, then it just requires that it be approved by the 
Postmaster General or the Deputy Postmaster General. 


MAIL VOLUME 


Senator Rorerrson. I find again on page 9 of the House report this 
language “Present estimates of mail volume in 1955 are nearly 4 per- 
cent below those on which the appropriation was based,” so that 
“savings of very nearly $75 million would seem to be in order. 

I do not know what appropr iation is referred to and 1 would like to 
have you comment on that statement. 

Mr. Bruce. The mail volume that was originally made up for fiseal 
1955, which estimate was made | year before the beginning of the year 
and 2 years before the end of that fiscal year, was 55.8 billion pieces. 
As we approached the beginning of that year we found that the volume 
Was not up as much as we originally estimated, we reduced our later 
estimate to 53.6 billion, which is 3.9 percent less than we had originally 
estimated. We now find that as we get closer to the end of the year 
that possibly we reduced it too much. We are running ahead of that 
rate, so again it is just a matter of estimating. As we get closer to the 
end of the estimating period the estimates obviously get better. 

Senator Ronertson. On pages 8 and 9 of the House report they 
refer to savings for 1954 reported by the Postmaster General of $104 
million and they say that the volume of mail fell nearly 3 percent 
below the estimate on which the appropriation was based. Then we 
went on to say that that indicated that a saving of $80 million should 
have accrued as a result of this decrease in estimated volume. 

Mr. Hook, Mr. Chairman, we feel very strongly from experience 
that the volume is not the entire criteria that can be used. For one 
reason, many of our expenses are fixed, irrespective of volume, so that 
au drop of 3 percent in volume does not necessarily mean a drop of 3 
percent in costs. Furthermore, with a drop in volume you can’t cut 
back correspondingly 3 percent in costs in any reasonable period of 
time. I think Mr. Abrams, Assistant Postmaster General in Charge of 
Operations. where the bulk of employees are concentrated, can prob- 
ably amplify that statement. 

Mr. Aprams. Only to this extent, Mr. Chairman: Where we have a 
reduction in volume, that reduction of 3 percent or 4 percent or what- 
ever it is, does not necessarily follow as an equal cost reduction. You 
must bear this in mind: If a carrier is delivering on 400 stops on a 
route, let us say today he delivers 3 letters to each of those houses and 
tomorrow he delivers 2 to each. That is a volume drop, but you still 
have the carrier; you still have the stops; and you still have his 8-hour 
pay. 

It is the same when there is distribution of mail by the clerks 
within a post office. You have mail piled up before him for distri- 
bution ; as the mail is reduced in volume, with swings high or low, that 
doesn’t mean that you can take the clerk off and send him home be- 
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cause the mail is not there; so, while volume is tremendously important 
from the standpoint of our overall costs, it is not the complete answer 
to our problem and the pay of our people. 

Senator Ronerrson. In order that this committee may have a better 
means of evaluating the correctness or incorrectness of the House 
estimate that you have overestimated the volume—and that, of course, 
is a factor—would you submit for the record—I would not expect 
vou to have it with you—a tabulation showing not only the estimates 
as of June 1954, which were the estimates I believe you presented to 
the House, but also the total mail volume as estimated at the time of 
the budget qe emt for fiscal years 1953, 1954, 1955, and 1956, the 
actual mail volume or the latest estimate of this for each of these 

vears: the percentage ea or minus by which the actual volume dif- 
fered from the estimated volume: the savings or additional cost result- 
ing from this difference, and the percentage of difference between 
these savings or added costs and the total costs of running the Depart- 
ment? Will you furnish that for our record ¢ 

Mr. Hoox. We certainly will, Mr. Chairman. Would you be inter- 
ested in having a breakdown of the $104 million and where that came 
from, to show exactly where it did come from ¢ 

Senator Ronerrson. Yes. 

Mr. Hoox. We have that here, but it would take quite a while to 
read it into the record. 

(The information referred to follows :) 


| 
Mail volume 


| ’ Percent of 
’ . Percent in- | S2¥tDBS Cue, | Costs or sav- 
Fiscallyear Original Actual crease (+-) or difference in ines to total 
estimate volume decrease (—), volume cost 
(thousands (thousands actual over 
estimate 
1953 9, 763, 000 50, 948, 156 1-2. 4 (2) 
1954 53, 700, 000 2, 213, 170 2.8 $14, 316, 000 
1055 55, 800, 000 1 43, 630, 000 3.9 (4) 
1956 55, 240, 000 |! 55, 240, 000 (4) 


! Latest estimate made in June 1954 but volume first 6 months exceeds this rate, 

2? No analysis made for 1953; there was a savings of $83,574,247 in that year after absorbing cost of excess 
volume 

+ No figures for 1955 or 1956 are available as it is not known what the actual volume will be, 


Analysis of net savings in 1954 
Savings: 
Policy decisions ; seis a siiaie ws seth: TE ra 000 
Procedural changes os ‘ ; 8" 45 ), 500 
Management improvements___—-~ ‘ ee ntcinnics hah hoe 
Lower mail volume than estimated. sa wa i detent cla tp ccchniins: ( 
Other, such as personnel turnover, changes in programs, de- 
crease in rates, ete on . : aa ase aah .- 85, 90%, COT 
Total savings } a ; lice si rae al “441, 848, 237 
Additional costs: 
Reinvestment: ed simthses ccieaiaeiatien bliin Oy aoa a 
Increase in unit cost of accountable DEC ccemscnan By COU; VOU 
Increase in pumber of claims, money orders—__ ~~~ 115, 000 
Other, such as railroad rate increase and other 
rate increases_________ 


Total additional costs____- nine 37, 298, 460 


Net savings__ ; 104, 549, 777 
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OPERATIONS ACCOUNT 


Senator Roperrson. The chairman will have some more questions 
later, but he would like to recognize Senator Dirksen at this time if 
he has any questions. 

Senator Dirksen. I notice in your operations account that actually 
you classify that under 3 items: Uniforms, $11 million; promotions, 
$14 million; and expansions, $11 million. 

Mr. Hook. Yes, Senator. 

Senator Dirksen. The uniform account, [ suppose, is one that has 
been ascertained already and you have a definite idea of where you 
will have a layout of $11 million for uniforms? 

Mr. Hook. That is the additional cost for a full year. 

Senator Dirksen. Of course, Congress made that possible and we 
are under obligation to have those uniforms delivered ¢ 

Mr. Iloox. ‘That is correct. 

Senator Dirksen. So that actually there is not much that you can 
do with that item of $11 million. Now, on promotions, that is almost 
automatic, L take it 4 

Mr. Aprams. Yes, it is automatic. 

Senator Dirksen. If that cut were permitted to stand, how much 
personnel would you have to reduce ? 

Mr. Aprams. It would mean this Senator: I think it would be more 
curtailing of service, or let us say, not curtailing service, but we would 
not extend the service in the cities and rural areas, such as we do each 
vear. For example, in the past year we extended city delivery service 
on 49,000 routes. I think we extended 9,800 rural routes. The ‘y were 
made necessary due to population growth and the population shift 
from the city to suburban areas, which we all see happening every 
day. We just could not provide the additional service. We wouldn't 
have the money to give the service. It is extremely important to the 
public that as these communities grow we have to give them the city 
service or the rural service, whichever the require ment might be. 

Senator Dirksen. 1 did not know whether the chart was put in the 
Hlouse hearings or not showing that growth of the satellite towns, 
suburban areas, and so forth, Did you submit a chart / 

Mr. Aprams. We had it in the Ilouse hearing, 1 believe, Senator, 
showing the number of routes extended and so forth. 

Mr. Ifoox. Would you like to have it resubmitted, Senator ? 

Senator Dirksen. Not necessarily. If it is in the House hearings 
I think it will be all right. That comes, of course, under your item 


of expansion for which you are asking $11 million ¢ 
Mr. Anrams. That is right. 


QUESTION OF HOUSE LANGUAGE 


Senator Dirksen. T am a little puzzled by the language in the 
Tlouse report where they insist that the volume will be less rather 
than greater on the basis of the data submitted. I wonder how they 
came to that conclusion? I think Senator Robertson alluded to that. 
On page 8 of the House hear ings they say 
The estimate for 1955 as originally presented contemplated a volume in the 
current fiscal year of 55.8 billion pieces. The present estimate of volume for 
this vear is 53.6. 
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That would be a reduction of 2.2 billion pieces of mail. Of course I 
think there is a lot of point in what you say, that whether a mailman 
delivers 4 pieces or 1 piece, he is still obligated to deliver if he is going 
to provide the service. 

Mr. Aprams. Yes, plus the fact that at the present time we are well 
beyond our original estimate in volume. We are running around 5 
percent now, which will be presented in the figures the chairman has 
asked for showing the current volume of mail. 

Mr. Hoox. If I may add a point there, I think it is a question of 
arithmetic over the question of fact as of today. We know we have 
a 5 percent increase in mail for the first 6 months of this fiscal year. 
There is nothing to indicate that that is going to decrease. We had 
to make the other estimates a good many months ago. 

Senator Dirksen. Then this figure is not correct. Is that the sum 
and substance of it ? 

Mr. Hoox. We don’t think so. 

Senator Dirksen. I wonder how the House came to that conclu- 
sion? It is like losing a grand piano, 2.300 million pieces of mail. 

Mr. Bruce. Senator, I can explain that. We found that actually 
for 1954 we estimated 53.7 billion pieces. 

Senator Dirksen. That is fiscal 1954? 

Mr. Bruce. Yes, sir. It turned out to be 52.2, a reduction of 114 
billion pieces. We then reduced 1955 correspondingly and that is why 
we have a new base. The figures the House used are the figures we 
actually used. The reduction made for 1955 was at the beginning of 
the fiscal year; the original estimate was made a year before that date, 
before we even had 1954’s figures. Asa matter of fact, we didn’t even 
have the 1953 figures at that time. So there is a lot of estimating that 
has to go into predictions of mail volume. 

For example, back from 1948, 1949, 1950, 1951 and 1952, and 1953, 
with the exception of 1950 when we hit it exactly, we underestimated 
the volume each year. Because of that, possibly, we pushed the curve 
a little bit too sharply for 1954 and as a result we went over a little, 
so we pushed the base back for 1955, at the beginning of 1955, which 
are the figures that the House used. 

Senator Dirksen. So 52.2 is your fiscal 1954 adjusted base ? 

Mr. Bruce. Yes, sir. 

Senator Dirksen. So your percentage calculation is on that base? 

Mr. Bruce. Yes, sir. 

Senator Dirksen. For 1955 and for 1956? 

Mr. Bruce. That is right, sir. 


BASIS OF HOUSE STATEMENT 


Senator Dirksen. I suppose that you ought to amplify your state- 
ment a little for the record to indicate why this estimate made by the 
House is incorrect. 

Mr. Bruce. The statement made by the House is based precisely 
on the figures that we ourselves used which were made at the beginning 
of this fiscal year 1955. In other words, they were recomputed in June 
1954, for the new year beginning July 1, 1954, which is the beginning 
of the fiscal year. We then knew that the base we had used the previ- 
ous year was too large and we accordingly reduced it, bearing in mind 
that we were still at the beginning of this fiscal year. 
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Now we have had 6 or 7 months’ experience with this fiscal year 
and we have found now that we probably reduced the base too much, 
because we reduced it 3.9 percent below what we had originally esti- 
mated for 1955, and now we are running anywhere from 5 and in some 
offices 7 percent over the previous year. If we were to revise it right 
now we would probably revise it upward. 

Senator Porrrer. Did I understand you to say that you over- 
estimated the amount of mail in fiscal 1954 ? 

Mr. Bruce. That is right. 

Senator Porrer. Then you made adjustments before you presented 
your budget for 1955? 

Mr. Bruce. That is correct. 

Senator Porrer. Is it your understanding that the House Appropri- 
ations Committee made the reduction in funds based upon the fact 
that you had overestimated in 1954 without taking into consideration 
the fact that you readjusted your base ? 

Mr. Bruce. Not quite, Senator. I think if I may use round figures, 
in beginning estimate for 1955, which was made in June of 1953— 
that is quite a ways back—we had to make an initial estimate for, we 
will say, 54 billion pieces. A year later we come to the — of 
1955, which was June of 1954. we find then that the year 1954 was a 
billion and a half too much, so we reduced the 1955 oak ia 53 oe 
pieces, the beginning of this year. Now we are getting into the yea 
and we believe that the 53 billion was a little too low. It will be tes 
tween 53 and 55 billion. We don’t know precisely how much yet. 

Senator Porrer. You don’t think that was the reason for the House 
making a cut in your budget request ? 

Mr. Bruce. The House report indicates that bec anes we estimated 


55 billion for 1955 and subsequently reduced it to 531% billion, possibly 
we overstated 1956 at the same rate. 

Senator Porrer. That is the point I was endeavoring to bring out. 
Thank you. 


DECENTRALIZATION PROGRAM 


Senator Dirksen. I see you have almost completed your regionali- 
zation program and also your program for District offices; not quite, 
but substantially so. How is that regional pattern working out ¢ 

Mr. Aprams._Senator, to date we feel that it is working out very fa- 
vorably from many angles. The morale of the e mployees i is better by 
having spot management right out in the field so that they can get 
their answers to grievances, supplies, route extensions, and so forth 
much more rapidly than when they had to send to Washington for 
our action. We feel that eventually it is going to show real savings. 
If recommendations are made for automation, improve ment, and effi- 
clencies in each of these offices it gets action and gets it promptly. It 
is working out splendidly. The reactions of the postmasters over the 
Nation are extremely favorable toward that type of management in 
the field. 

LEASE-PURCHASE LIMITATION 


Senator Dirksen. I suppose this ought to be addresed to Mr. iKieb. 
I notice that House limitation. What will be the net effect of the 
Ilouse limitation on the lease-purchase operation or amortization of 
principal and interest ? 
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Mr. Kien. I believe that it is adequate, Senator. The way it is writ 
ten in the bill extends the $3 million limitation, that was in the origin: . 
act. for 1 year, to be applieable to 2 years so that within the 2-yea 
period we are limited to spend $3 million of our rent saubeptintlen 
for lease-purchase types of real estate transactions. It has taken a 
lot of work and quite a little time to get this program under way and 
activated, between the preparation of new legal contract forms, neces 
sary approvals of these forms and having these projects approved. So 
the program will not really get into effect for a few more months. The 
limit ition is on the obligation. The obligation itself does not result 
until after the study of the project, the development of plans and spec 
ifications, the actual bidding on the projects, and the construction. 

Therefore we believe that the $3 million limitation will be sufficient 
for us over this period to get the program started, let us find out if 
there are any bugs in it and how we might improve the program. 

Senator Dirksen. So you will have most of this money left for 
fiscal 1956 ? 

Mr. Kirn. We used approximately $70,000 in annual rents on the 
first. 6 projects which were approved by all 3 approving bodies. We 
should have ample funds within the limitation to proceed, although 
some of the projects that are immediately ahead of us are very sizable 
ones. 

Senator Dirksen. Did you include before the Hlonse committee a 
list of those that are in the mill at the present time ? 

Mr. Kien. Yes. 

Senator Dirksen. And those that are projected for 1956? 

Mr. Kirn. No. We listed those that have been approve d by all three 
approving bodies. We also listed those that have been approved by 
the Bureau of the Budget and are now pending with either the House 
or the Senate Public Works Committee and we estimated the projects 
that were coming up within the next few months to be about 17 more 
in this fiseal year. The 1956 program will be about. equivalent to the 
program to date or another 25 to 30 projects. 


DISCONTINUANCE OF FOURTH-CLASS OFFICES 


Senator Dirksen. What is the situation with respect to the diseon- 
inuance of fourth-class offices ? 

Mr. Anrams. We are continuing our program, Senator, where we 
can show an economy and at the same time give substantially equal 
service. Since January 19538 and up to including February 28, 1955, 
ve closed some 2.055 offices at a saving of approxim: ite ly $2.900.000. 

Senator Dirksen. The fiseal 1954? 

Mr. Aprams. 1,253. 

Senator Dirksen. 1,253? 

Mr. Aprams. Yes, 

Senator Dirksen. The fiscal year ? 

Mr. Aprams. Fiseal 1954, a is right. The program is continuing. 


Senator Roperrson. The Chair recognizes Senator Hayden. 


POSTAL SERVICE NEWS 


Chairman Haypen. There has been the general complaint before 
the committee for a good many years about departmental publications. 
Sometimes they are called departmental propaganda. You have a 
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new publication called Postal Service News. Can you tell us some 
thing about the function of the magazine and the number of em 
ployees, the cost of publication, and how many copies are printed, 
and so on? 

Mr. Hoox. Mr. Chairman, here is a copy of the Postal Service 
News. Mr. Lyons, who is Assistant Postmaster General in charge of 
personnel, can describe the purpose of the magazine. ‘The cost ts 
approximately $150,000 a year, which was approved by the Bureau of 
the Budget. We felt there was a very inadequate means of communi 
cation with our employees and this is an attempt to factually keep 
postal field employees informed about the activities of the Department. 

Mr. Lyons, do you want to add to that 4 

Mr. Lyons. Only this: For many years the Department has bh 7 2 
publications, 1 published by the In pection Service and the other 5 
the Bureau of Transportation. Those two publications didn’t reach 
all employees. We substituted a single publication which reaches 
all of the postal employees for the two. The magazine is designed to 
furnish a means of communication not only between the Department 
and the employees, but among employees as well. 

Chairman Haypen. What is the difference in cost between the pub 
lications that you did away with and this one 

Mr. Lyons. I don’t have the figures on the other two publications, 
sir, but they were both relatively small in circulation as compared with 
this one. 

Chairman Haypen. If this costs $150,000 a year do you have any 
idea what the other two cost? You can put it in the record if you 
wish, 

Mr. Hook. I think we should put it in the record. I judge it is 
around $50,000. 

(The information referred to follows :) 

No specifie data are readily available as to the cost of publication of Post 
Haste and Survey. It is believed, however, that the total cost would not exceed 
$50,000 annually. 

Chairman Haypren. Are there any other publications in the Depart 
ment besides this one ¢ 

Mr. Hoox. That is all, sir. The Postal Bulletin, of course, has been 
published for years to carry instructions and so forth, 

Chairman Haypen. How many employees are involved and what 
did that cost? I think if we get this publication business all in one 
package you might make the record clear. 

(The followi ing information was submitted : 

We have 3 employees engaged in the publication of the Postal Service News, 
a payroll cost of about $22,400 per annum. Printing and related costs run about 
$158,000 a year, for a total of $180,400 for composing and printing a publication 
for distribution to over 500,000 employees. 

We have 1 full-time employee ($6,340 per annum) assigned to the publica 
tion of the Postal Bulletin, which is published twice weekly for the dissemina 
tion of official instructions to postmasters and other field personnel. The printing 
cost approximates $70,000 per year. 

Mr. Lyons. The Bulletin, sir, is a method of transmitting orders 
to the field and it does not go to employees. It goes to individual post 
offices. It is addressed to the postmaster as a rule. 

Chairman Haypen. And that costs much more than this publica- 
tion ? 


G6O590— Hh 
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Mr. Lyons. I would believe it does because it is semiweekly. ‘The 
orders are assembled so that all of the different bureaus orders go out 
in the Bulletin and generally speaking it goes out twice a week, but it 
contains information that is absolutely essential for the operation of 
the offices along with the instructions on mail, and so on. 

Chairman Haypen. I am not criticizing the merits of the publica- 
tion. I amtrying to get at the cost. 


OPERATIONS 


There is only one other question. That is on page 58 of the justifi- 
cation. Under “Reconciliation of estimate to current appropriation” 
you have “estimated increase in obligations, fiscal year 1956, 
$26,112,600.” How much of that increase is due to expanded oper: 
tions and how much to reor ganization ? 

Mr. Bruce. Of that increase approximately $3 million would be due 
to, you might say, reorganization involved in the decentralization pro- 
cram. The principal portion of the remainder is due to service re- 
quirements, of which approximately $18 million is involved in the 
activity “Collection and delivery of mail” which includes city delivery 
carriers, special delivery « carriers, uniform allowance for those car- 
riers and group life insurance program for that particular group. 

So the preponderance of it is for services. 

Chaiman Haypen. Is any part of it not recurring ? 

Mr. Bruce. No, sir. These are personnel items and they in them- 
selves are not nonrecurring. About the only appropriation in which 
you find nonrecrurring items are in facilities which purchases equip- 
ment and items of that type. “Operation” is primarily for personnel 
and of course that is a recurring item. 

Chairman Haypen. That is all. 

Senator Roperrson. Senator Carlson. 


FACILITIES 


Senator Cartson, Mr, Chairman, I notice that the House reduced 
the item for facilities by $4 million. May I ask how much was spent 
in the last fiscal year for facilities, which I understand is the i improve- 
ment of quarters such as lighting, painting and ventilation 4 

Mr. Kies. During the current fiscal year $4 million has been allotted 
for the light, color, “and ventilation progr am to improve working con- 
ditions. ‘That is obligated as of today. We estimate a backlog in that 
field, which is essentially deferred maintenance and obsolescence for 
buildings, painting, lighting systems, and equipment to be about $65 
million. 

It is proposed in the 1956 budget to take care of approximately $10 
million of that $65 million backlog. 

Senator Cartson. As one member of the Post Office and Civil 
Service Committee in the last session of Congress which visited a num- 
ber of post offices in the United States said and observed of the work- 
ing conditions in them, I would urge the full amount of this appropri- 
ation. 

I don’t know of anything that is more discouraging than to walk 
into some of our large post office operations and see the conditions that 
the employees are working under. 
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You just wouldn’t have it in private industry, and I can readily see 
where it would be $65 million in arrears. With poor ventilation and 
lighting, I think we are destroying the eyesight of really thousands of 
our postal workers. I think it is unfair and I sincerely hope this com- 
mittee will give consideration to that. 

With this $4 million reduction, how much does that leave for the 
year 1956, assuming it was the House figure? I didn’t get the figure. 

Mr. Kien. If the $4.800,000 cut is restored, we will use $10 million 
for the light, color, and ventilation program during the fiscal year 
1956. 

Senator Cartson. And you used something over $4 million in 1954? 

Mr. Kies. We used $4 million in the fiscal year 1955, but. we feel the 
necessity to step that program up in order to reduce this bac klog and 
take care of our most urgent and pressing areas. 

Undubtedly, we will continue that program as subsequent years 
come along. 


PAY INCREASES 


Senator Cartson., Mr. Chairman, assuming that this session of Con- 
gress approved the pay increase for postal ‘workers, and I certainly 
favor it, how much of this pay increase in dollars in a lump sum do you 
estimate that the Post Office Department could absorb and how much 
additional appropriations would be needed to take care of it as of June 
30, 1955 % 

Mr. Hoox. We don’t believe we could absorb any of it, Senator. We 
would have to ask for the full appropriation. 

Senator Caruson. In past years has it not been the policy of the 
Department to absorb some of it? 

Mr. Hoox. I am informed not generally. 

Senator Carison. I know some agencies of the Government are 
able under certain circumstances without reducing personnel to ab- 
sorb some of it and I was wondering if the Department could? 

Mr. Hook. Our problem is constantly i increasing business and the 
volume of mail that has to be handled, which these appropriations are 
meant to cover, without an excessive increase in our costs. 


INCREASE IN EFFICIENCY 


Senator Cartson. I was just hoping that you would have a reserve 
fund some place to take care of part of it. 

What about the increased—I think I better say proficiency of the 
individual post office employee, that is, his capacity to take care of 
handling of more mail on a personal basis? How much more mail 
is an employee handling now per person than they did 5 years ago? 
Have you any figures on that ? 

Mr. Hoox. We could submit some for the record, Senator. The 
difficulty, of course, is to break that down between any improved in- 
dividual efficiency and the efficiency brought about ‘by changes in 
methods and procedures, better equipment, ete. 

Senator Cartson. I think it would be very helpful if you could, 
because I know it to be a fact that an employee is handling more mail 
per person now than he was 5 years ago. 

It mav be due, of course, to mechanical improvement, mechanical 
conditions, but you get some complaints that the Department doesn’t 
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improve like private industry does and I know that there has been an 
improvement. in efliciency. 1 know they are handling more mail and 
I think for the record it would be helpful when our debate comes up 
on this appropriation bill, so 1 think it would be very helpful if we 
could get that. 

Do you think you can submit something for the record on that? 

Mr. Hoox. We will do the best we can, Senator. 

(The information referred to follows :) 


} 


Number of pteces of mail har dle per man-year in 1950 and 1954 


Increase 


Pieces | Percent 


M:.il handling and window service 215, 443 246, 537 31, 004 14. 43 
Collection and delivery service | 357, 882 | 376, 634 18, 752 §. 23 


Total 573, 325 623, 171 19, 846 8. 69 


Senator Carison. I believe that is all, Mr. Chairman. 

Senator Roperrson. Senator Pastore. 

Senator Pastore. I am sorry I wasn’t here when the statement was 
made by Mr. Hook and I was just reading his statement hurriedly. 1 
would like to ask 1 or 2 questions. 

As I understand, the amount of money that you are asking for in 
this new budget is less than what you spent last year in operations 
and tr ansportation. Is that true? The money that you expect to 
spend for this fiscal year that is. 

Mr. Hoox. We asked for more, Senator, but the House cut it to less. 

Senator Pastore. Does that necessarily mean that you will have to 
layoff people? Will that reflect itself in jobs? 

Mr. Hook. I think Mr. Abrams could give you the answer that was 
given a few minutes ago. 

Mr. Aprams. Senator, I don’t believe that we could say that that 
means a layoff in jobs of regular employees. To me it would mean 
we would not advance or extend service to the public both in cities 
and rural and suburban areas 


LIGHTING AND COLOR PROGRAM 


Senator Pasrorr. On this item here of facilities, that includes paint 
ing and lighting and all that sort of thing 4 

Mr. Anrams. Yes. 

Senator Pasrorr. What progress has been made in that direction ? 
The reason why I say that, and I think Senator Carlson will bear me 
out, our committee about a year or so ago visited New York and really 
that New York post office was a working dungeon. It was dark. Yt 
was dreary. It was cold. There was actually no sanitation there. 

Has a pretty good job been done lately in that direction in improv 
ing those conditions ? 

Mr. Aprams. I think so, Mr. Kieb, in charge of facilities, Sen- 
ator— 

Mr. Kren. For the current fiscal year, Senator, a substantial amount 
of light, color, and ventilation work has already been accomplished in 
New York. We expect to complete the main post office in New York 
during this fiscal year. 





TREASURY AND POST OFFICE APPROPRIATIONS, 1956 19 


Senator Pasrorr. Will this cut in this budget deter that consider- 
ably ¢ 

Mr. Kren. Yes. I just answered Senator Carlson and pointed out 
that during the current fiscal year of 1954 we had $4 million 

Senator Pastore. I understand that Senator Carlson questioned 
you on that, so I will not ask questions. 

Senator Carison. I made account that we had visited post offices 
last year and there should be some situations corrected. 

Senator Pasrorr. I want to corroborate that statement. I think it 
would be much unfortunate to interfere with that program in any way. 
| think it promotes efficiency. There were conditions there which were 
actually deplorable. 

Mr. Hlook. We agree, Senator. 

Senator Roperrson. Any further questions 4 

Senator Pasrorr. That is all. 


EFFECT OF REDUCTIONS 


Senator Roserrson. The Chair would like to clarify something in 
its own mind by one of the questions by Senator Pastore about whether 
or not the reduction of $36 million plus would mean laying off people. 

The Chair finds that in page 1 of the appeal analysis, the House 
committee has reduced the estimated expenses for Oper: tions by $36,- 
365.000, equivale nt to a reduction of 9.255 ave rage positions, reduci Ing 
the estimated employment in 1946 to 450,740 as compared to 456,519 in 
LOA, 

understand Mr. Abrams said it didn’t necessarily mean a redue- 
tion. May we have that cleared up? 

Mr. Anrams. Mr. Chairman, if we have that reduction, it wouldn't 
be laying off regular employees. It would be the use of much less sub- 
stitute time which we have now. It wouldn’t be the removal of regular 
employees. There would be temporary employees taken off. Substi- 
tute employees are those that are brought in during peak mail periods. 
Substitutes to fill in for compensatory time, also for peak periods, and 
it would be a reduction in the hours of the ere employees. There 
could be a reduction in temporary employees. I do not feel that it 
would affect our regular employees and their positions. 

Senator Ronerrson. It would also represent a year’s work for that 
many men? 

Mr. Aprams. That is right in hours, yes, sir. 


MODERNIZATION PROGRAM 


Senator Ronertson. Senator Potter. 

Senator Porrrr. Mr. Hook, you have a program by which the city 
carrier can have a gocart for heavy loads? 

Mr. Hoox. Yes, sir. We have done extensive experimentation with 
all kinds of vehicles. I think Mr. Kieb can tell you about that. It is 
very interesting. 

Mr. Kren. We have in research provided carriers with a golf type 

caddy cart which has proved very successful in certain regions. We 
have researched four-wheel and three-wheel pushearts, which are ad- 
vantageous in some respects but not completely successful, particularly 
in hilly country. It is adequate on level ground. We have developed 
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a new commercial-type production-line light motor vehicle which has 
eliminated the use of some relay trucks and has given us a greater 
degree of truck utilization. ‘This light truck can do most of the heavy 
mail-carrying work of present heavier vehicles. We are also seeking 
to find other mechanical means to reduce the load on carriers and mail 
handlers. 

However, we are attacking principally, at the moment, the bulk 
mail-handling problems, so we can handle the bulk mail with con- 
veyors more expeditiously, with fewer people and with less physical 
strain at depots, stations, and parcel-post distributing points. 

Senator Porrer. Is this still in the experimental stage ¢ 

Mr. Kiev. That is one of the reasons we are seeking restoration of 
the cut inthe Bureau of Facilities allotments. 

Senator Porrer. That was the reason for my next question, as to 
whether the cut as recommended by the House would affect this pro 
gram of lightening the load of the city carrier and by the same token 
enhance the service ? 

Mr. Kies. It very definitely would. The Bureau of Facilities is a 
service bureau and provides the services, supplies, and equipment for 
the operating bureaus. The only places we could take this cut would 
be either in the field of light, color, and ventilation, a cutback in that 
program, which we feel should not occur, or a cutback in the purchase 
of mechanization equipment, portable conveyors, conveyor equipment, 
and things of that type. 

It would be a serious setback in modernization if we took this cut. 


CREDIT FOR SPECIAL SERVICES 


Senator Porrrer. That is a program that I would think would be 
very worthy. I am new on the committee and I am not as familiar 
with some of your standard terms, I assume, as other members of the 
committee. 

What do you mean when you refer to “identified” subsidies? 

Mr. Bruce. Senator Potter, the identified subsidies that we men- 
tioned in the justification involve three categories of funds; one is a 
cost item: two are loss-of-revenue items. 


FOREIGN AIR CARRIERS 


For example, the first item that is mentioned in Mr. Hook’s state- 
ment is the difference in cost resulting from our transporting United 
States mail by foreign air carriers at the Universal Postal Union rate 
in excess of the rates prescribed for United States carriers. If we 
were to use United States carriers altogether in lieu of this rate fixed 
by the Universal Postal Union for transportation of air mail, we 
would save approximately $600,000 a year; but for other reasons, we 
fee] that we should continue to use the foreign carriers, at the higher 
rates. 

Senator Porter. You mean you are required to use foreign carriers 
even though we have American carriers going to the same locality 
and your service would be as good ? 

Mr. Hook. Mr. Siedle will answer that. 

Mr. Stevie. Yes, sir. We are doing that. We are using the foreign 
carriers instead of American carriers and paying them more. 
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We are trying to balance it out by giving as much as they in turn 
give the American carriers coming ‘back to this country. 

Senator Porrrr. Is there true reciprocity there ¢ 

Mr. Srepie. Yes, sir, but it means that we pay far more every time 
we use the foreign carriers instead of American carriers. 

Senator Porrer. What about mail from other countries using our 
carriers? Do they pay our rate or their rate? 

Mr. Sieve. They pay the universal postal union rate. 


TRANSPACIFIC MAIL 


Senator Porrer. How about your transpacific mail? I am think- 
ing now of Tokyo. I assume most of that mail is service mail. It 
that. correct ? 

Mr. Srepir. Yes, but it is only recently that we have taken over 
the handling of the service mail. That has added substantially to 
the volume. 

Senator Porrer. Is that a budgetary item of the Post Office, or the 
Department of Defense ? 

Mr. Srepie. Mr. Ledrick, could you answer that? 

Mr. Leprickx. Actually, Senator, I believe that the appropriation 
for the carrying of the military mail is included in the Defense De- 
partment budget rather than the Post Office Department budget 
through mutual agreement with the Defense Department, Bureau of 
the Budget, and Post Office. 

Senator Porrer. Speaking again of Tokyo and also of military mail, 
how is the distribution by airlines? 


PAN AMERICAN AND NORTHWEST AIRLINES 


Mr. Leprick. Up until quite recently the preponderance of that mail 
went by Pan American Airlines out of San Francisco, for the very 
good reason that the other airline involved in the trans-Pacifie mails 
could handle but a small portion due to the scarcity of schedules and 
the type aircraft they were using. 

At the present time that situation ischanging. Within the next few 
weeks Northwest Airlines will increase their schedules and change 
= type of equipment, so that right now we are in the process of 

xamining our entire allocation of mails. 

Senator Porrer. Is it not true that about 50 percent of your mail 
goes on Northwest and about 50 percent by Pan American ? 

Mr. Leprick. As of this date, yes, sir; that is true. 

Senator Porrer. What is the difference in cost between the route of 
the two? 

Mr. Leprick. Roughly about $500 a ton. 

Senator Porrer. Which amounts to about how much a year? 

Mr. Leprick. I believe—this would be a guess—total volume 
amounts to 33 million ton-miles a year. I am not certain, sir, what 
that figure is. 

Senator Porrer. Which is the best service, Mr. Ledrick, to go across 
the top route that one airline has, or to take the lower route that the 
other airline has? Which gives the Post Office Department the best 
service ? 
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Mr. Leprick. Insofar as service there is very little difference. On 
a couple of days a week 1 airline may get to Tokyo quicker and 2 
Sother days a week the other may. 

[tis shorter by some 1,200 miles by the great circle route that is 
presently served by Northwest Airlines, but in actual delivery of the 
i ui there isa negligible difference between the two. 

Senator Porrer. Who makes the determination as to the percentage 
of mail to go, whether it goes on the short route or the long route? 
Is that by the Post Office Department or the Department of Defense ? 

Mr. Leprick. On westbound mail, the Post Office Department, on 
east bound mail, by the Department of Defense. 

Senator Porrer, Has there been any negotiations between your 
selves and the Department of Defense as a means of eliminating that 
additional cost of going the long route ? 


NEGOTIATIONS WITH DEFENSE DEPARTMENT 


Mr. Leprick. Yes, sir. We met with the Department of Defense 
only a few days ago. They, of course, were quite interested in such 
savings as we could get for them by our further implementation of 
the short route. 

Senator Porrrer. Is it the desire of the Post Office Department to 
get as much mail as possible on the short route 4 

Mr. Leprick. From the economy standpoint, yes, sir, we would have 
to. We have to bear in mind, though, that there are other problems 
involved and some that we can’t vive the answers to. 

lor instance, the subsidy of the particular airlines involved is con 
cerned in this matter, and that is not within our jurisdiction, 

What we would like and what we think would be fair would be an 
equalization of the mileage as between the two airlines, by which 
method then we could continue an equal or fair distribution of the 
mail between the two, and, therefore, neither airline would be in 
jeopardy. 

Senator Porrer. In other words, if both airlines could use the short 
route that would eliminate the problem ? 

Mr. Leprick. No, sir; that isn’t what [T meant. I will phrase it 
another way. 

A passenger going to the Orient would pay the same amount of fare 
whether he went by the great circle route on Northwest or the central] 
route on Pan American. We feel that the same principal should apply 
with the mail. 

What I am saving in effect is this: We would ask Pan American to 
adjust their mileage to the mileage of the short route and we would 
pay them accordingly. 

Senator Porrer. Would you submit for the record the difference 
in cost between the short route and the so-called middle belt route on 
an annual basis ¢ 

Mr. Leprick. Yes, sir. The total air mail volume from the United 
States to the Far East amounts to approximately 1,680 tons per 
annum. If sent via the middle route, transportation cost would 
amount to $5,617,920. If sent via the great circle route, the cost 
would be $4,129,440, or a difference of $1, 188, HSO. 

Senator Porrrer. Thank you, Mr. Chairman. 
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SPECIAL SERVICES PAYMENTS 


Senator Roserrson. If the Senate restores this item of $10,362,000 
which the House cut out of the budget estimate, either the chairman 
or some member of the committee has to explain it on the floor. 

Is there some witness here that can explain it a little more fully. 

Mr. Hook. I think we can do that, Mr. Chairman. Only one item 
has been covered. 

Senator Roperrson. I am referring to the item where you said 
wouldn’t cost the Government anything. IL understand it is a trans 
fer of funds, 

Mr. Hook. It won’t cost the postal patron anything. It will come 
out of the general tax funds of the Treasury. 

Senator Roperrson, What does it come out of if we don’t put it in? 

Mr. Hook. It is part of the expense of the Post Oflice Department. 

Senator Rosrrrson. Explain why it should not be. Just tell us the 
details so that if it falls on my lot to say why did you put this $10 
million in I can tell the Senate. 

Mr. Bruce. Mr. Chairman, the $10,362,000 is for all practical pur 
poses a bookkeeping entry. We lose money on three categories of 
mail, 1 involving the item of $600,000 I explained to Senator Potter, 
and there are 2 other groups which I will comment on. 

The reason why it does not cost the taxpayer anything is that all 
we are requesting is that we be permitted to draw from the general 
fund of the ‘Treasury for deposit right back to postal revenues for 
these loss items. 

It has the effect of permitting us to give to you and to the Congress 
as a Whole statements that are more factual with respect to the actual 
operating expenses of the Post Office Department. 

At the present time these costs are in our operating expenses. 


POSTAL DEFICIT 


Senator Ronerrson. It will make your deficit look better? 

Mr. Bruce. It will reduce the deficit by the loss on these items of 
ever $10 million, that is correct, sir. 

Senator Ropverrson. It will be a more accurate system of book 
keeping ¢ 

Mr. Bruce. That is right, s 

Senator Roserrson. | may call on Senator Carlson to e — that. 
Do you want to know anything further about it, Senator Carlson ? 

Senator Cartson. It is a problem we have been doing some studying 
on and I think we have a bill in our committee that would provide that 
some of these agencies would not need to keep the records of the 
amount of frank mail that they handle now in view of the fact that 
they are paying postage. 

I believe that is a bill we have introduced. I think that would 
save the Department some grievance. I do not know if it would help 
the Post Office Department any. 

Mr. Hoox. Senator, in rate hearings the question frequently comes 
up that our deficit is not accurate ; there ‘fore, we should not base our 
request for increased rates on our deficit because it is not accurate. 

This is an attempt to take the miscellaneous pieces of the budget 
that are still not clear and set them aside so that our deficit is an actual 
postal deficit. 
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POSTAL DEFICIT AND NEW LEGISLATION 


Senator Rosertson. I have another question to ask about this deficit. 
It relates to the President’s budget as he submitted it to the Congress 
last January, and I want a little discussion of the several “ifs.” If 
the Congress increases postal rates to produce $400 million and if the 
Congress increases the pay to cost $130 million, the Post Office Depart- 
ment will be within $25 million of balane ing its budget. Who will 
discuss those “ifs” and draw the proper conc clusions for us? 

Mr. Hook. Mr. Barth, do you want to comment on that ? 


POSTAL RATE ILINCREASE 


Mr. Bartu. We assume if the proposed rate increase is $400 mil- 
lion—— 

Senator Roperrson. Why do we assume that? Has a bill been in- 
troduced ¢ 

Mr. Barri. A bill has been introduced to provide $343 million. 

Senator Rornerrson. Where is that bill? 

Mr. Barri. That bill is now waiting for a hearing before the House 
committee. 

Senator Roperrson. And what classes of mail carry this increase ? 

Mr. Barrn. The increase is an equal increase in all classes of mail 
except fourth class; approximately 28 percent increase in_first- 
second-, and third-class rates. 

Senator Roperrson. So you increase it all the same percentage re- 
gardless of whether the first class is operating at a profit and the sec- 
ond and third at a loss? 

Mr. Barru. Yes,sir. They are fair and equitable increases in rates. 

Senator Ropnertson. From one’s viewpoint ? 

Mr. Barrn. Yes, sir. 

Senator Rosertson. You have not had the hearing on that? 

Mr. Barrn. No, sir. 

Senator Roserrson. So that is a little far off, that $400 million? 

Mr. Barrnu. That is right. 

Senator Roserrson. The $130 million increase in pay is a little 
closer to us ? 

Mr. Barrnu. That is right. 

Senator Roserrson. Will you discuss that? 

Mr. Barru. That $130 million is based on a 5 percent proposed pay 
increase. 

Senator Rogerrson. Is there any bill for 5 percent pending? 

Mr. Barrnu. No, sir. 

Senator Roserrson. What is pending? 

Mr. Barri. A bill which would increase the pay by approximately 
714 percent. 

Senator Roperrson. What would that cost ? 

Mr. Barta. That would cost approximately $170 million. 

Senator Roserrson. I thought we had in the Senate a 10 percent 
bill ? 

Mr. Barru. A 10 percent bill would cost us approximately $220 
million, sir. 

Senator Roperrson. So you are some distance from that $25 million 
deficit ? 

Mr. Barru. Very much. 
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RECLASSIFICATION 


Senator Ropertrson. I understand the House bill carries a reclassi 
fication provision and the Senate bill does not. What does reclassifi- 
cation mean ¢ 

Mr. Barru. Reclassification is job evaluation and payment for 
services rendered; equal pay for equal work, 

Senator Roperrson. Why is it iy at I receive so many more letters 
against reclassification than for i 

Mr. Hook. Could Mr. hvenk “thasblala Postmaster General in 
Charge of Personnel, who has been handling the bill, comment on 
that? 

Senator Ronerrson. We would be glad to hear from him. 

There seem to be a great many people who do not want it. 

Mr. Lyons. All this reclassification actually means is adjusting 
inequities in the present pay structure. For example, we now pay 
some employees on the basis of the number of cubic feet they service. 
We pay some others on the basis of the number of employees they 
supervise. We pay some others on the amount of receipts of the in- 
dividual post office. Then we pay still others on a strictly straight 
salary basis without regard to any of those factors. 

Senator Ropertson. The Department favors reclassification ? 

Mr. Lyons. The Department favors elimination of the inequities 
along with the general salary increase. 

Senator Ronerrson. When you eliminate those inequities how much 
in dollars do you save? 

Mr. Lyons. You never save anything by paying people more money, 
which elimination of inequities actually involves, because you are not 
reducing anyone’s salary. 

Senator Roserrson. Then there is no economy involved in reclassi- 
fication ? 

Mr. Lyons. Only the economy that grows out of an incentive for 
men to do better work when they are properly paid. 

Senator Dirksen. Mr. Chairman, may I inquire at that point? 

Senator Roperrson. Yes, sir. 

Senator Dirksen. Mr. Lyons, how did those peculiar inequities de- 
velop? Were those all done by statute or done by regulation, as for 
instance, paying on the basis of cubic footage as against some other 
denominator ? 

Mr. Lyons. They were done on the basis of 160 amendments which 
have been made to the original pay law, Public Law 134, over a period 
of years. 

For instance, the superintendent of a postal station, a substation, 
or of a main post office, is paid on a combination of receipts of that 
station and the number of employees he supervises. 

During the last year we have had a number of retirements of su- 
perintendents of those stations. The new superintendent arrives and 
by not replacing other retirements he operates with a fewer number 
of employees and operates his station more efficiently. His reward 
for that under the law is a decrease in salary. 

Our position in the Department is that is completely wrong. It 
gives a man an incentive to spend more money rather than leas. It 
gives him no incentive to improve the service of his station. 
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We believe the term “reclassification” has come to mean a great many 
things that it does not mean. In the Department’s language it simply 
means elimination of those inequities and the provision of a reasonable 
basis to pay people rather than some of the arbitrary measurements 
that are now in effect. 

Senator Dirksen. Where would the limit of pride come in on the 
part of the postal worker ? 

(Discussion off the record.) 

Senator Pastore. I heard the same thing, that there have been cer 

tain inequities existing for a long time that should be cured, and I 
think vour trend is upward rather than downward. As aman develops 
seniority and he gets older and he cannot do the job that he has been 
doing, concessions are made to him to put him on the window and to 
soften the job, so to speak, and he has the same classification as before 
he was put on the window job, Iam afraid under the new classifica 
tion that will not be possible any more. Am TI right or wrong? 

Mr. Lyons. The contrary is true. 


EFFECT OF PRESENT CLASSIFICATION 


Senator Pastore. You are saying, Mr. Lyons, that this present 
classification will not affect that at 91]? 

Mr. Lyons. Not at all, because the window clerk is paid exactly the 
same salarv as the distributing clerk under that bill. 

Senator Pastore. The only people who ever end up at the window 
are people who are distributing clerks? 

Mr. Lyons. Oh, no. 

Senator Pastore. That is what I mean, precisely. Aren’t there 
certain jobs in certain post offices where a man has a classification, 
put because he has gotten older and in recognition of his seniority they 
put him on a so-called softer job at the same pay he was receiving 
before. They ave afraid under your new classification this will not 
apply. Am T right or wrong about that? 

Mr. Lvons. You are wrong and they are wrong in that. 

Senator Pasrore. I think you ought to explain that. T think that 
is where this pride comes. 

Mr. Lyons. We tried very hard to explain that. What T meant by 
pride is the ability of the Department to pay the supervisor more than 
the people he supervises. Men will not seek advancement to more 
responsible positions unless they can receive additional salary. The 
bill that is in there now attempts to set as a base for the payment of 
people their duties and their responsibilities rather than the number 

of cubic feet they sunervise or the number of people they supervise. 

Senator Porrrer. What about this situation, Mr. Lyons. Assume a 
man has been a clerk. has the civil service classifiention of a clerk in 
the post office and, as Senator Pastore has mentioned, after many years 
the person cannot handle that job too well so they make him a tynist, 
which might be a lower classification and consequently lower s: alarv. 
Under the present arrangement he can take this job, but he still retains 
his salary and title as aclerk. Under the reclassification section, would 
that be possible for him to transfer jobs and still retain his salary 
that he had been receiving ? 
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CHANGE IN PRESENT ASSIGNMENT PRACTICES 


Mr. Lyons. Under the reclassification bill, the present employees 
would all receive a minimum of 6 percent increase of their present 
salaries. They would continue to receive that, the same salary as long 
as they are doing the work that they are now doing. We have not over 
perhaps 30 or 10 large post offices where a few typists are employed, 
Most of those so-called typists are employees who were hired as sub- 
stitute clerks but never actually worked as a distributing clerk but 
came inasatypist. The result of that is that we are pay ing those girls 
substantially higher salaries than other agencies of the Government 
occupying the same building pay for exactly the same work, 

Senator Pasrorr. You are not answering his question. Tle has 
asked a question just in point and you have talked all around it very 
cleverly but have not answered the question he asked specifically. The 
question is this: As a man grows olders in a classification that you 
will be able to specify under true specifications and no one can quarrel 
with that, but let’s assume that this person—there is a vacancy as a 
typist or as a window worker. Out of deference to the seniority of 
this individual, he is put on that window job. Now, that window job 
under your system is going to be classified lower than the job that 
that individual is doing. 

Mr. Lyons. That is not true. 

Senator Pastore. Let us assume that is. You are using the window 
job as an example. Let us assume that it is some other ‘job that now 
is presently being done. Anyone under this present law, if this law 
should pass, no person can do a job of lower classification and get the 
higher classification pay for it. In other words, you are going to put 
a stop to all this practice, are you not ? 

Mr. Lyons. No. 

Senator Pasrorr. Then tell us why you are not. 

Mr. Lyons. In the first place 

Senator Pasrorr. I am not talking about a specific job; I am talk- 
ing about the practice now, It is quite the practice, is it not, that a 
person is classified and as he grows older he is put on some other job 
of a lower classification, but he still continues to get the same pay in 
the higher classification ? 

Mr. Lyons. No, sir, that isn’t the practice. 

Senator Pasrore. They tell me that is what they do. 


EXPLANATION OF RECLASSIFICATION 


Mr. Lyons. I think I perhaps read some of the same things you did. 
| read, for instance, that the clerks who had been put on the window 
as lation ation spec ialists would be given a lower salary than they re- 
ceived as clerks. That just is not so. Actually, the job title clerk 
which covers both window clerks and distribution clerks now would 
continue to cover both window clerks and distribution clerks and the 
salary would be exactly the same. 

Now it could be that in some case somewhere some le sitter carrier or 
some clerk decided that he did not want to continue as a letter carrier 
or clerk and wanted to be a janitor because he could not physically 
pound the pavements or something of that sort. Te would then be 


reduced to a janitor’s salary. He is so reduced now if he decides to be 
a janitor. 
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Senator Pastore. That is not the example that was given to me. 

Mr. Lyons. I do not know what they are because the great bulk of 
our employees that are either employed as distribution clerks or win- 
dow clerks, the salary under the bill is exactly the same for both. The 
window clerk jobs are generally thought to be physically easier. 

Senator Rorerrson. Could you put an explanation of reclassifica- 
tion in your monthly magazine that goes to all employees and explain 
it so carefully they would not write me and raise their objections ¢ 

Mr. Lyons. We would love to, sir, but we would be afraid that 
item would be considered controversial and be accused of distributing 
propaganda as we were last year. Last year we used the postal 
bulletin. 

POSTAL DEFICIT 


Senator Roserrson. The Chairman would like to complete testi- 
mony on the deficit and thinks this record ought to show what the 
facts are. If this committee restores the cut, if you get no part of the 
$400 million increase in revenue but you do get the House pay increase 
bill, what will your deficit be? 

Mr. Hoox. $455 million. 

Senator Roperrson. If you get the Senate pay increase bill of 10 
percent without reclassification, what will the figure be ? 

Mr. Hook. $504 million. 

Senator Roserrson. A sizable deficit. 

Mr. Hook. Yes, sir. That is why we want the rate increase. 


CREDIT FOR SPECIAL SERVICES 


Senator Roserrson. Now this $10,362,000 which you say is a. book- 
keeping transaction, can you give us in 1 sentence the assurance that 
if we restore this item it is not adding 1 penny to what you would other- 
wise spend ¢ 

Mr. Bruce. That is correct, Mr. Chairman. We are authorized by 
the five appropriations to spend a given amount of money ¢ approved 
by the Congress. The $10 million will neither increase nor decrease 
that amount. It merely authorizes us to withdraw funds from one 
account in the United States Treasury and deposit to another in the 
Treasury. It permits us to give you and others interested better op- 
erating fiscal statements, which is the primary purpose of the request. 


LOSS BY CLASSES OF MATL 


Senator Rosertson. In the opinion of the Chair, Congress is going 
to vote a pay increase. As far as the Chair is concerned, he thinks it 
should be accompanied by an appropriate revenue increase. What are 
your latest estimates on what classes in mail revenue and how much 
are you losing? 

Mr. Hoox. Mr. Robertson, Assistant Postmaster General in charge 
of Finance will answer that. 

Mr. Roperrson. First-class rates are now the same as they were in 
1932. In 1982 it cost us roughly 1.89 cents to handle a first-class letter. 
In 1954 that had gone up to 3.12 cents. In 1955, if we get the expected 
pay increases, it will go up to about 3.4 cents. 

Senator Rosrrrson. Then a 3-cent letter which costs 3.4 cents would 
lose you 0.4 of a cent? 
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Mr. Ropserrson. Yes, sir. 

Senator Rosertson. What would the total loss be on the estimated 
volume for fiscal-class mail ? 

Mr. Roserrson. Including a loss of roughly $43 million on post- 

cards the total loss—and that is dependent on what the pay bill turns 
out to be—could be in the neighborhood of $25 million of actual out- 
of-pocket loss on first-class mail. 

Senator Ronertson. I saw an item in the paper that if the House bill 
was higher than that requested it would be vetoed. That was in the 
Evening Star. Somebody made a prediction, on the basis of the House 
bill, that the bill contained a minimum of 6 to 714 percent in some 
categories. 

FIRST-CLASS MAIL 


How much would you lose on first-class mail ? 

Mr. Ropertson. The figure which I gave you of approximately 
$25 million on the first-class mail. 

Senator Ropertson. How much have you asked to have that in- 
creased ¢ 

Mr. Rosertson. We asked that it be increased 1 cent on the first 
ounce only, which, with other increases, would produce roughly $343 
million of additional revenue. 

Senator Porrer. How much was that ! 

Mr. Roserrson. $343 million. 

Senator Rosertrson. I am afraid I did not follow that. You are 
losing how much? How much are you going to lose on it, $25 million ? 
And you are going to ask for a $: 340 million increase ? 

Mr. Roperrson. Yes, sir. 

Senator Rosertson, Out of the postal increase of $400 million, you 
are going to get $340 million out. of the first-class mail. What does 
second-class mail lose you with all these pay increases that you an- 
ticipate ? 

Mr. Roserrson. I wish to clarify one of my figures. The first-class 
mail increase alone would produce $237 million. First-class mail has 
historically, ever since records have ben maintained, always paid 
more than its allocated cost because of its preferential service. 

Senator Roperrson. You are going to raise them $237 million. I 
thought you are still getting a net increase in first-class mail. 

Mr. Roperrson. That is right to a certain extent. 

Senator Roserrson. How much does that pay over and above what 
it costs at the present time ? 

Mr. Rosertson. At the present time ? 

Senator Ropertrson. Yes. 

Mr. Ropertson. In 1954? 

Senator Roperrson. That is right. 


COST ASCERTAIN MENT REPORT 


Let me read from the cost ascertainment report, Post Office Depart- 
ment, 1954, page 106: “first-class mail revenue, $908 397,936 ; expendi- 
ture, $845,069,956; excess, $63,327,680.” Doing up that $237 million, 
you are not surprised you are not getting the bill, are you ? 

Mr. Rosertson. You have to deduct from that $63 million, $10 mil- 
lion for box-rent revenue, which is arbitrarily allocated to first-class 
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revenue, domestic mailing fees of about $3 million, so that it is reduced 
to around $50 million. ‘Then on top of that we have the wage increase 
facing us. 

SECOND-CLASS MAIL 


Senator Roperrson. Tell me concerning second-mail mail, what are 
you losing on that at the present time ¢ 

Mr. Roserrson. The loss on paid second-class mail is $218 million, 
in addition to free-in-county which is about $14 million more. 

Senator Roperrson. What is second-class mail ? 

Mr. Rosnerrson. Magazines and newspapers. 

Senator Roperrson. Tlow much are you going to up them under 
this new bill 4 

Mr. Roserrson. The new bill proposed that they be increased $1714 
million. 

Senator Rorerrson. That just sort of evens them off at an even 
$200 million loss ¢ 

Mr. Ronerrson. Yes, sir; except for the free-in-county. 


THIRD-CLASS MATL 


Senator Roserrson. Now the next category: How much do you lose 
and what does it consist of ? 

Mr. Roserrson. Third-class mail is primarily advertising matter 
circulars. 

Senator Ronerrson. How much do you lose on them ? 

Mr. Ronerrson. $147 million in 1954. 

Senator Roserrson. And how much are you going to up them? 


Mr. Rornerrson. We are asking an increase of $73 million. 

Senator Rorvertrson. I think we have gone far enough. I will leave 
the rest of that bill to Senator Carlson and Senator Pastore. I will 
return to the Senator from Illinois. 


POSTAL DEFICIT 


Senator Dirksen. Mr. Chairman, [ think maybe we might get 
that in a package. Mr. Robertson, your present estimated deficit for 
fiscal 1956 is $284 million plus 4 

Mr. Ronerrson. Yes, sir. 

Senator Dirksen. If the House bill prevailed, that would add $171 
million in additional personnel costs 4 

Mr. Roperrson. More nearly $188 million, is it not ? 

Mr. Lyons. Not the present House bill. 

Mr. Roserrson. Including the fringe benefits ? 

Mr. Lyons. That is not in the House bill. 

Mr. Rorerrson. What figures shall we use for the increase ? 

Mr. Lyons. The actual salary cost increase is $161,585,000. 

Senator Dirksen. Then we are up to $445 million. If the com- 
mission bill were enacted into law, which is estimated to produce 
roughly $348 million in revenue, you would still then have, nothwith- 
standing all these changes, a deficit of $102 million ? 

Mr. Ropertson. Yes, sir. 

Senator Drrxsen. If, on the other hand, the Senate bill prevailed, 
you would have an estimated deficit of $284 million plus; plus $220 
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million in personnel costs, which brings you to $50: t million. If the 
commission bill were enacted into law, aggregating $342 million, your 
deficit would still be $162 million ? 

Mr. Roperrson. Yes, sir. 

Senator Dirksen. Now your commission bill would provide addi- 
tional revenues of $237 million in first class and $13,800,000 in domestic 
airmail and $17,500,000 in second class ? 

Mr. Roserrson. Yes, sir. 

Senator Dirksen. And $72.9 million in third class, and $1.5 million 
in fourth class, limited entirely to books ? 

Mr. Rorperrson. Yes, sir. 

Senator Dirksen. So any way you take it, even with the rate in- 
crease under the commission bill you would have a deficit when the 
pay increase goes into effect ? 

Mr. Roperrson. Yes, sir. 


MODIFICATIONS IN RATES 


Senator Dirksen. Are you contemplating any modifications or ad- 
justments either in postal rates or economies that envisions the elim- 
ination of that deficit ultimately / 

Mr. Ropertson. We can have no further considerable increases in 
postal rates without the approval of Congress. 

Senator Dirksen. With respect to that, let me ask this: You would 
have two increases under second class ? 

Mr. Roperrson. Yes, sir. 

Senator Dirksen. Actually, then you would have another $17.5 
million ? 

Mr. Roperrson. No, sir; the $17.5 million is divided into 2 steps. 

Senator Dirksen. I see. I did not catch that from the table here. 

How do we close that deficit finally? Is it the irresistible force 
meeting the irremovable object; that is as far as we go on rates and 
that is as far as we go for the moment on pay increases, and there are 
no economies lying around loose that we can foresee at the moment? 

Mr. Rosrrtson. I do not think it is possible to close the gap in 1 
year or | ets I think it can ultimately be closed. Most other 
countries do it, and it was substantially done in this country before 
the postwar inflationary period. The only difficulty is that the rates 
have not gone up in proportion to the expenses, and until that gap 
is eliminated the deficit is going to continue. 

Mr. Hook. May I say one thing, Senator? Part of our bill is to 
provide for a commission to set postage rates so that the Post Office 
Department operates on a break-even basis. The purpose of that 
group would be to study the rate structure scientifically and find out 
where we can legitimately ask for further increases in these rates. We 
feel that this rate structure that we propose is as much as we can do 
in this 1 year, but there certainly will be opportunities for further 
increases in succeeding years 

Senator Porrer. W "hat perce ntage of first-class mail is used by busi- 
ness concerns ? 

Mr. Hook. About 75 percent. 
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LANGUAGE CILANGES 


Senator Roperrson. T understand you are not asking for any lan- 
guage changes in the House bill. 

Mr. Hook. Just the $10,362,000, 

Senator Roperrson. ‘That is our appropriation item. 


SIMPLIFIED ADDRESS MALL 


Senator Dirksen. What impact does the elimination of junk mail 
by regulation have now on revenues? Tow much do you anticipate 
to lose ? 

Mr. Roserrson. That is hard to determine, The so-called unad 
dressed mail will not be discontinued until Mareh 31, and the effect 
after that is impossible to forecast at this time. Third-class mail has 
been increasing consistently over a period of years and may continue 
to increase, 

REGULATIONS REVISED 


Senator Dirksen. When the Postmaster General first came before 
the committee on his initial budget, he mentioned something to the 
effect that there was still archaic regulations, some of which went 
back as much as 103 years. What has been done to streamline and 
modify the book on regulations so that it becomes a little easier of 
interpretation by the average postmaster ¢ 

Mr. Hloowk. Mr. ooper willanswer that, 


REVISION OF PRINTED REGULATIONS 


Mr. Coorer. Senator, we took the regulations and divided them into 
two parts; the internal regulations and the public regulations which 
govern both the Department and the users of the mail. We found 
that the public regulations were distributed in about 4,000 pages of 
densely printed text, in about 4 different texts in various stages of 
current accuracy and reliability. We pulled out of those 4,000 pages 
the public regulations, put them into about 300 pages of readable page 
format, and published them in accordance with our promise to this 
committee and your own question last year in ne 

We published them and were very gratified to find a very hearten 
ing response from all segments of the ‘public. They p: oat ‘ilarly were 
pleased by the fact that we used simple, nonbureaucratie English. 

Now we keep the regulations, published as the Postal Manual, cur- 
rently revised through a looseleaf mechanism. When we finished the 
public-regulations phase we began immediately on the task of doing 
the same for the internal regulations which govern the postal est: ab- 
lishment internally, in its internal operating mechanics. 

These procedures, which are sent out from Washington to the people 
in the field, tell them how to do their work. We have been making 
very substantial progress on the internal phase as well. 

We can say that we have already complied substantially with this 
committee’s request for action in this area. 
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COMMEMORATIVE STAMPS 


Senator Dirksen. What is the formula by which you determine the 
issuance of commemorative stamps? Prior to the Reorganization Act 
of 1946 you will recall that was always done by the introduction of 
private bills in C ongress. By the Reorganizi ition Act we delegated 
that power to the Postmaster General, and so every year there come to 
the desks of all Members and Senators requests for special commemo 
rative stamps. I know I have belabored you on occasion, gentlemen, 
on some of them. I do not believe I ever quite found out whether you 
operated on some kind of a formula. 

Mr. Ronerrson. About the only formula is that the philatelie 
market will absorb about 12 new stamps a year, and that is about the 
normal capacity of the Bureau of Engraving and Printing at the 
present time. 

Senator Dirksen. | am glad to know that. In other words, you 
think the market willabsorb about 12 stamps a year 4 

Mr. Roserrson. Yes, sir. 

Senator Dirksen. More or less, so that we start then with that 
limitation ¢ 

Mr. Ronerrson. Yes, sit 

Senator Dirksen. Tlow do you determine among all the suggestions 
that come to you about issuing a stamp to commemorate the humble 
coal miner, issue a stump to commemorate the seven flags, or a stamp 
for this or a stamp for the original pine tree, just let us say? Tam 
curious how you make that determination. 

Mr. Roperrson. | can say at the outset it is a very difficult decision 
to make. There is an accumulation of about twenty-two hundred re 
quests in the Post Office Department now. 

Senator Dirksen. Tlow many ¢ 

Mr. Roserrson. About twenty-two hundred. And new ones are 
coming in, | would say, at the rate of about five a week. ‘There have 
been, IT think, about 39 stamp bills introduced in the Congress this 
session. It is a difficult job. We try to select them for their national 
and international importance. We try to select them for their timeli- 
ness. We try to give them some geographical consideration, and we 
try to schedule the date of issuance so that they will not come out too 
close together. Many of the subjects are very worthy. They cannot 
all be chosen, and to select one is difficult. 

Senator Dirksen. I feel comforted now that you have twenty-two 
hundred applications before you. 

Senator Carnuson. If the Senator will yield, is it not profitable to 
issue these commemorative stamps ? 

Mr. Roserrson. If we do not issue too many. 

Senator Carnson. But generally speaking, it is profitable. 

Mr. Ronerrson. | think it is lik »any other marketing problem. It 
costs money to issue a new stamp, and if the phil: atelic sales do not 
exceed the cost of issuance you have no profit. 

Senator Dirksen. Do you normally make a profit on every issue? 

Mr. Roserrson. Yes, sir. 
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COMMUNISTS IN DEPARTMENT 


Senator Roserrson. Mr. Abrams, have you found many Com 
munists in the Post Oflice Department 4 

Mr. Anrams, I think Mr. Stephens, the Chief Inspector could bet 
er answer that than Lcould, Mr. Chairman. 

Mr. Sreriuens. Did you say “many”? ‘There are, Senator, a con 
siderable number of cases, many of which were developed under the 
former security program. We are following the Executive order in 
the processing of new ap pointees, As to the number, or the statis 
tics, the only thing T can give you is what the Civil Service Com- 
mission has published. ‘They make a periodic report. 

Senator Ronerrson. You say you could give me what has been 
published ¢ 

Mr. Sreruens. [do not have it with me, but IT can. 

Senator Roserrson. Eas there been many of them ? 

Mr. Srertuens. ‘The last report, | believe-—I am guessing at this, 
trying to recall--was 275 separations of persons concerning whom 
derogatory information was developed. 

Senator Roserrson. Tow many men have you had employed chas 
ing them down? 

Mr. Sreruens. Most of the cases we are evaluating were investi 
gated by the FBI. 

Senator Roverrson. But you have a unit doing the same work, have 
you not ¢ 

Mr. Sreruens. No, sir. Not that type of case. 

Senator Ronerrson. You have a request here for 12 new employees 
to evaluate FBI reports. I just wanted to know how many you have 
evaluated. 

Mr. Sreruens. Those are employees now on the rolls. They are 
evaluating the cases that have been turned over by the FBI; admin- 
istratively evaluating them. 

Senator Roserrson. How many do you have now evaluating FBI 
reports ? 

Mr. Srerrens. Approximately—it varies from month to month. 
Eighteen is an average. 

Senator Rosertson. And you want 12 more? 

Mr. Sreruens. No, sir. 

Senator Roserrson. Doesn’t your budget request call for 12 more? 

Mr. Sreriens. No. It includes salaries of those who are now en 
caged on that work, 

Senator Ronerrson. T havea question for Mr. Took. 


THEFTS AND EMBEZZLEMENTS 


Senator Dirksen. Mr. Chairman, before we finish with Mr. Ste 
phens, I just want to ask him one question. 

Mr. Stephens, is the number of theft occasions and embezzlements 
up or down ¢ 

Mr. Sreriuens. They are decidedly up. 

Senator Dirksen. What would be the reason for it in your judg 
ment ¢ 

Mr. Sreruens. IT think it is due to an expanding population and 
postal service. The arrests made in the past year = very con 
siderably the number for any comparable period in the past 
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Involved are a very considerable number of offenses, as you may 
know, but probably the principal increase is in the theft of mails from 
private mail receptacles, the forgery of money orders; and of course 
there is an increase in the volume of mail and moneys passing through 
the mails. I think volume itself would reflect a portion of the 
creased activity, 

Senator Porrer. Are you very successful in apprehending the viola 
tors ¢ 

Mr. Sreruens. We think so. We think the arrest record reflects 
that; but I might say to you in answer to that question that there ts 

i decided public need for more attention to that very item. ‘Today 
slieea are many organizations collecting funds through the mails, such 
as charitable institutions. 

Senator Porrer. There are a lot of Government checks going 
through the mail. 

Mr. Sreruens. Yes. The amounts involved in possible loss run 
into the millions; items of value that are passing through the mail; 
jewelry and expensive items. We are confronted with a change in 
the handling of the mail away from the few relatively big trans 
portation points. It is now being decentralized to a considerable 
number of mail-handling points. The ordinary protection of mail 
requires a sizable force. I think we have an obligation to commit 
more manpower to protection than is now possible. 


INVESTIGATORS 


Senator Porrer. Hlow many men do you have in that field now ¢ 

Mr. Sreruens. We have approximately 35 percent of the force, of 
our quota, Which is 1,005 inspectors, engaged in criminal-type inves 
tigations, full time, and the entire force is subject to such work as 
emergencies arise and opportunity permits. 

Senator Porrer. How many cases does each man have ? 

Mr. Sreruens. The latest figure was approximately 140 cases per 
man throughout the service. 

Senator Porrer. That is unusually large, is it not 4 

Mr. Sreruens. We know that we have—it is not an estimate—an 
arrearage in work exceeding the full time of considerably in excess of 
400 men for a year. Those are cases, not estimates. ‘T hey are cases in 
which the public interest is very definitely and seriously involved. 

Senator Porrer. Do you have any figures as to how many cases you 
have at the present time of violators that have not been apprehended ¢ 

Mr. Sreruens. Of course, | could give you no accurate figure on 
that. 

Senator Porrer. Approximately. 

Mr. Srernens. We would know those cases in which a fugitive is 
identified. 

Senator Porrer. In a lot of them you do not know who the individ 
ual is? 

Mr. Sreruens. We would have very few identified offenders who 
have not been apprehended; but we have approximately 140,000 cases 
awaiting investigation. In that number of cases you can be sure that 
there are several hundred potential offenders. 

Senator Porrer. Do you have any idea how much money is lost each 
rear by postal thefts ? 
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Mr. Sreruens. Including thefts probably occurring at the large 
nailing platforms at mail handling points 

Senator Porrer. And also in individual mail receptacles. 

Mr. Sreruens. The amount involved would be difficult to estimate, 
but it runs into the hundreds of thousands of dollars. In fact, we 
collected for the public, from known offenders, within the past yeat 
well in excess of a million dollars. TI am talking about all types of 
offenders. 

Senator Porrer. Yes, I know. 

Mr. Srerurens. | would think in the case of valuable merchandise, 
jewelry and costly items, normal commerce, that our principal losses 
are accurring around large mail handling areas where the access of 
thousands of people to those mailings requires a substantial number of 
men to even effect a reasonable observation. I would not tell you that 
we are not giving those cases all the attention that is possible, but in 
answer to your question I say we are not giving it the attention it re- 
quires and that the public really demands. 


INCREASED EFFICIENCY DUE TO REORGANIZATION 


Senator Ropertrson. I would like to ask Mr. Hook a word about the 
reorganization. In the last 2 years we have heard a great deal about it. 
[ am sure it is a fine program. Tas it increased eflicienc y? 

Mr. Hoox. Mr. Chairman, I think very definitely it has. We have 
streamlined the bureaus. We have reduced the number of people in 
Washington. The total reduction on our personnel in Washington 
from January 3, 1953, to February 28, 1955 is 243 people. 

Senator Ropertson. Does that mean you saved some money, or just 
put them to work somewhere else ? 

Mr. Hook. No; of that total 115 were transferred to the regions 
under decentralization. The rest were due to reductions in force and 
failure to fill vacancies. We have had a very stringent program of 
approvals of filling vacancies which has brought about this reduc- 
tion, which is in effect a net reduction. Of course, our major effort 
has been directed toward the regionalization program. The quickest 
figure I can give you on that, sir, is that in our first 6 months in the 
activated regions as compared to the inactivated regions, all but one, 
[ believe, of the activated regions were below their target and saved, 
we believe, around $3 million; whereas, the unactivated regions were 
all, except one, above their targets. 


TRAVEL FUNDS 


Senator Ronerrson. If you are decentralizing the work and giving 
regions targets, why is it necessary to have more traveling money in 
the next year than you had this past year? Your request for travel 
allowance is up. 

Mr. Hook. Of course, one reason for that is we believe there has 
been far too little travel to the regions from Washington. The opera- 
tion heretofore was centralized largely here in one building in Wash- 
ington, and with the activation of these regions it is hoped that a great 
deal more of the time will be spent in the regions. It also inc ludes, 
of course, the expense of the travel of the regional personnel who we 
hope will be getting out to the mes offices where the mail is handled 
and delivered to see that the public gets better service. 
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Mr. Bruce. That is where all of our savings are, in management, 
which involves personal Visitation by our field representatives, 

Senator Rosertson. Then you think you will need more money for 

raveling then you have been having / 

Mr. Hoox. Ver y definite ly. 

Mr. Asrams. We are going to have meetings in the field, and in 
the district meetings and regional meetings we are going to do what 
we feel they should do; and that is, visit the offices, inspect the offices 
or automation, improve ment, he ‘Iping out the postinaste rs with their 
problems, integrating the various transportation facilities. ‘There 
will have to be more traveling or they are not really managing in the 
field, Mr. Chairman. 

Senator Roserrson. Of course, travel to Colombia is a very small 
item under the 284 billions, but do you think it necessary to send 5 
people down to Colombia for the Postal Union meeting in South 
America ¢ 

Mr. Leprick. Sir, that meeting is only every 4 years, I believe. 

Senator Roserrson. That is just one and a quarter, then. That 
reduces it some. 

Mr. Leprick. The United States has very definitely a leading posi- 
tion in the Postal Unions of America and Spain, and it is important 
from our standpoint and from the standpoint of the State Department 
that we maintain this liaison. 


PERCENTAGE OF EMPLOYEES AFFECTED BY RECLASSIFICATION 


Senator Dirksen. Mr. Chairman, | would like to ask Mr. Lyons 
this question: What percentage of all postal employees would be af- 
fected by reclassification? It would occur to me, for instance, that 
it certainly would not apply to rural carriers, would it ¢ 

Mr. Lyons. No, sir. City carriers are still city carriers. Rural 
carriers are still rural carriers. 

Senator Dirksen. And it would not apply to custodial employees, 
I take it. 

Mr. Lyons. The salaries of 90 percent of the employees of the field 
service are specified in the salary bill. There is een 10 percent of 
them where we require position descriptions that are not standard 
positions. Most of those will go up, however, in salary. 

Senator Dirksen. Is that another way of saying that actually, then, 
only 10 percent of your full complement of employees would be af- 
fected by reclassifics ition ? 

Mr. Lyons. Not quite. The bill itself reclassifies postmasters, for 
instance, and certain of the supervisors. It sets new salary rates for 
everybody because it gives a higher salary to all personnel. 

Sénator Dirksen. Then where would you set the figure, 20 percent ? 

Mr, Lyons. That are actually reclassified ? 

Senator Dirksen. Or that might be affected. 

Mr. Lyons. Certainly not over that. The term “reclassification” 
has been applied to any action taken where you reduce the number of 

salary steps to reach the top of the grade. In that sense all employees 
are reclassified since the uniform “salary schedule will give them 6 
years to reach the top of their salary instead of the previous 8 years 
for the rank and file clerk and carrier. But their salaries are set in 
the bill, so there is no question about what they will be. The 10 per- 
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cent which are not set in the bill are unique types of positions that 
could not be termed standard positions—physicians and other posi- 
tions that we de not have very many of in each category. 


RESEARCH EXPENDITURES 


Senator Dirksen. Mr. Abrams, long before they invented this term 
“automaton,” I used to bedevil the Department when I was on the 
House Appropriations Committee about a little more attention to 
mechanical research in the hope of cutting costs and expediting mail 
delivery. How much money do you spend on research? You have 
an item here. : 

Mr. Anrams. I do not know what our total was this year. Maybe 
Mr. Bruce can give the total of that. 

Senator Dirksen. In round figures, Mr. Bruce. 

Mr. Bruce. You mean on all equipment ? 

Senator Dirksen. Yes; along research and engineering, but with 
special reference, of course, to expedition in mail handling. 

Mr. Bruce. It would take a detailed analysis of the equipment ac- 
counts to determine specifically what that is. 

Senator Dirksen. Just give us a rough figure. 

Mr. Bruce. For the personnel side of it, for the Office of Chief In- 
dustrial Engineer, we spent in 1954, $260,000 and we expect to spend 
approximately $481,000 this year. We spent approximately $1 million 
on the use of outside engineering firms to build equipment for us and 
to purchase specialized equipment. We spent probably five, six, seven, 
or possibly eight million dollars for specialized conveyor equipment, 
heavy conveyor equipment, and that type of standard equipment. All 
in all it will probably run ten or twelve million dollars for that type 
of expenditure. I can give you a better figure, of course, by making 
an analysis of the accounts. 


LYSISTRATA BAN 


Senator Dirkskn. Mr. Hook, I see that the Department had a bout 
on the imperious ancient Lady named Lysistrata. I saw Mr. Goff 
probably has a great deal of interest in it. What has developed ? 

Mr. Gorr. We have talked about everything else. I thought that 
would come up. 

Senator Dirksen. You never can tell. This is a very versatile com- 
mittee. 

Mr. Gorr. I might tell you that this was all over a single volume, 
a costly folio-size copy of an unexpurgated edition. 

Senator Dirksen. A collector’s number ? 

Mr. Gorr. Yes. You know it is an old Greek comedy. I read it 
30 years ago. This was one that was printed on rag paper. It has 
the original Lindsey illustrations: Of course, all the stories in the 
newspapers would not be near as good stories if all the facts were 
told, but this is a book that is not the ordinary kind that you find in 
libraries because the Lindsey illustrations are given in all their rich 
original detail. 

Senator Dirksen. So it was not merely text that was involved. 

Mr. Gorr. Certain parts of the text are different and illustrations 
as originally drawn including genitals are reproduced with fidelity. 
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Ours was a routine ruling based on an identical earlier case back 
97 yearsago. We had long ago ruled on a volume of this same special 
edition. There was something like 750 in this special rag edition 
where the original illustrations were anetgurgeted. I think we have 
down there volume 98, and this was No. 131. 

Since this matter came up I have had an opportunity to examine 
the edition in the usual library. I got the one from the Library of 
Congress, and I can assure you that there is some difference between 
the two editions. As I say, this was a routine ruling. One of this 
special edition was brought in back in 1928 and it was declared non- 
mailable. Nobody disputed it. We still have that volume, an iden- 
tical volume of that same edition to the one Mr. Levinson was bring- 
ing in. But in view of the fact that it was intended for a collector, we 
are not disturbed about a single edition going to a collector—we are 
concerned about the great mass of pornographic material that is being 
sent out, we thought it was not worth making an issue of. 


OBSCENE MAILINGS 


Senator Dirksen. Mr. Goff, the question was only a prelude to a very 
considerable activity by the Senate Judiciary Committee. There is a 
Subcommittee on Juvenile Delinquency which operated last year un- 
der the chairmanship of Senator Hendrickson, of New Jersey. Sen- 
ator Kefauver, of Tennessee, is presently the chairman, and only on 
Friday of this last week the Senate voted a rather generous sum for 
the continuing work of that subcommittee; and not the least of their 
efforts, of course, are directed toward that kind of material that you 
see around the country at the present time which is certainly not fit 
fare for children. What is the Department doing in that field? 

Mr. Gorr. Senator, what we are concerned with now is the great 
mass of risque snapshots, pornographic magazines and books, lascivi- 
ous slides, party films, and matters of that kind. The records in my 
office show a 73 percent increase during the first 6 months of this fiscal 
year. We think that people generally want this stuff kept out of their 
homes and away from their kids, and the Postmaster General has 
advised me that he wants to see the mails cleaned up. 

Of course, it does present in many cases a very difficult situation on 
a book like this Ly-sis’tra-da. By the way, that is the way it is pro- 
nounced and not the way you usually hear people pronounce it. 

Senator Dirksen. I see you are a Greek scholar. 

Senator Roserrson. Gentlemen, we have several witnesses from 
the Bureau of the Budget which the chair thought we should hear if 
we could because they made an independent appraisal of the Post 
Office Department and have reduced some of the requests. Before we 

‘all those witnesses, I would like to ask Mr. Hook a question. 

Senator Dirxsen. If you do not mind, Mr. Chairman, I would like 
to finish this one item. 

Mr. Gorr. The Postmaster General is anxious to do something about 
obscene mailings. Many people think there is a direct connection 
between the prevalence of these attacks on women and various crimes 
that have developed and the amount of pornographic literature that 
is going out through the mail, and with the help of the inspection 
service, which makes the investigations, we are authorized to bring 
administrative proceedings to stop the mailings; that is, we stop them 
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from getting their orders and we stop the risque matter from going out. 
We stop the fellow from ge tting the money he would receive from it. 

There are also the criminal prosecutions which the inspection service 
handles in connection with the Department of Justice. I testified last 
week before the House Judiciary Committee on some tightening up of 
the criminal statutes. It is a two-pronged attack: criminal prosecu- 
tion and by denying use of the mails. I want to assure you that the 
Postmaster General is very conscious of it. We are making a very 
strenuous effort to attack the problem. We hope to make some 
progress with this backlog of material we have. We want to put these 
fellows who are making money out of this out of business. The part 
of the Post Office is to keep them from using the mails. 

Senator Dirksen. That is all, Mr. Chairman. 

Senator Rorertrson. Before we call a witness from the Bureau of the 
Budget, I would like toask Mr. Hook, Acting Postmaster General, two 
questions: One, do you have any departmental witness who has not 
testified that you would like to testify on any particular phases of 
your program ? 

Mr. Hook. No, sir 

Senator Dirksen. T have one more question, Mr. Chairman. 

Senator Ronertrson. All right. T would just like him to be thinking 
about this. TI would like you or someone for the Department to sum- 
marize for us what will happen, in your opinion, if we do not restore 
the funds that you have asked in these files: Operations, Transporta- 
tion, and Facilities. IT remember some years ago the Congress cut 
them down, and the Postmaster General just cut off one delivery a day 
to save a million dollars. 

You ask your question and then we will have the Department sum- 
marize at the end of the testimony what this real picture is. 


REMOVAL OF POSTMASTERS 


Senator Dirksen. The question, Mr. Chairman, is this—and Mr. 
Hook may want me to address it to some particular person: There has 
been a feeling here that some coercive efforts have been used with 
respect to the removal of some postmasters. It came up pretty much 
this way: I notice that from my own State in the last group of post- 
masters submitted to the full body for confirmation, all in the State 
of Tllinois had been omitted from the bill. T proceeded to run the 
matter down and T found that out of 25 there were 17 resignations or 
retirements which were certainly above all question. There was prob- 
ably 1 new office, which would have left 7 or 8 removals, and the 
allegation was made when T raised the inquiry that slightly coercive 
tactics have been used. 

Is the data classified, or can it be submitted on the basis of a request 
from a senatorial or congressional office as to exactly what happened 
in the case of removal? Is the file confidential ? 

Mr. Aprams. Senator, in any case where there is doubt in the mind 
of any Member of the Congress of the factual information which has 
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been developed by the inspection service, we will gladly sit down and 
answer questions concerning the remov: al of any postmaster. We will 
be very glad and very happy to review the facts with any Me mber of the 
Congress at any time on our removal of any postmaster, 

I might say since we have been in the office, out of the 40,000 post 
masters in the United States, we have removed 434. Of that number, 
158 of the 434 were removed for embezzlement. 

Senator Dirksen. To what extent, insofar as you know, have there 
been holdups on removals ¢ 

Senator Cartson. I do not know that there have been any. Our 
committee goes into this appointment that is submitted by the Presi 
dent, chee ks it to see that it has not ove rstepped its rules as far as 
veterans’ preference is concerned. Of course we expect these two 
Senators to approve them if they will. I think we have had around 
100-some names submitted. I believe the total number submitted to 
the Senate now by the President is about 280 already this year, and 
we are meeting tomorrow to put out some more. I think we are making 
very satisfactory progress, and I sincerely hope we will. 


EFFECT OF REDUCTIONS 


Senator Roperrson. Now you may answer my question to summarize 
your request for restorations. 

Mr. Hook. That is a $50 question, Senator. 1 will try to answer it 
as briefly as Lean. If the cuts of the House are not restored, of course 
we would be required to operate with less money in 1956 than in 1955, 
in the face of a greatly expanded business. W e believe that that 
means several things. In the Bureau of Operations, as Mr. Abrams 
has said, we would have to hold back on badly needed extensions in 
city and rural delivery service. The Bureau of Transportation would 
have to contract for cheaper and slower methods of transportation. 

The possibility of a later supplemental appropriation is not the 
answer because, as you know, we have to operate under the Anti- 
Deficiency Act. We have to request our apportionments by quarters 
from the Bureau of the Budget. We have to live within those appor- 
tionments, which means that immediately on the approval of the 
budget we would have to take the steps necessary to cut down and to 
keep within the amounts appropriated by Congress, so we view it as a 
very serious problem if adequate postal service is to be maintained. 

Senator Roperrson. Certainly in your opinion if we make these 
cuts and they are not restored, there would be a marked reduction in 
the efficiency of the service ¢ 

Mr. Hook. Exactly so, sir. 

Senator Ronerrson. We thank you. 

Now we wish to hear from the Bureau of the Budget. 

Mr. Hook. Do you want us to remain ¢ 

Senator Ronertson. It is not necessary. If you wish to be excused, 
you may be; or as many who wish to go may go. 
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TREASURY AND POST OFFICE APPROPRIATIONS, 1956 
Bureau or tire Buperr 


STATEMENTS OF SAM R. BROADBENT, CHIEF, COMMERCE AND 
FINANCE DIVISION; WILLIAM PFLEGER, JR., CHIEF BUDGET 
EXAMINER FOR THE POST OFFICE DEPARTMENT, HOUSING AND 
HOME FINANCE AGENCY, AND GENERAL SERVICES ADMINISTRA- 
TION; AND JAMES R, THOMASON, PRINCIPAL BUDGET EXAMINER 
FOR THE POST OFFICE DEPARTMENT 


POST OFFICE BUDGETING 


Senator Rornerrson. We will now hear the Bureau of the Budget. 

Will vou plea e ident ify yourself for the record. 

Mr. Broapnenr. Mr. Chairman, my name is Sam R. Broadbent. 1 
am Chief of the Commerce and Finance Division which handles the 
budgetary estimate matters for the Post Office Department. LT am 
accompanied by Mr. Pfleger, chief budget examiner for the Post 
Office Department, Housing and Home Finance Agency, and General 
Services Administration; and Mr. James R. ‘Thomason, principal 
budget examiner for the Post Office Department. 

Senator Ronerrson, We would like you to take up these three major 
items of restoration: Operation, Transportation, and Facilities. ‘Tell 
us what the requests were, the extent to which you analyzed the re 
quests, and how much, if any, you cut from the requests before you 
enve them the budget statement or estimate that we have under con 
sideration. 

Mr. Broapnentr. We began our analysis of the budget of the Post 
Oflice Department in June, and that largely involved the estimated 
mail volume. Once that was analyzed and worked out with the Post 
Oflice Department, we were in position to evaluate it in terms of money. 
The Post Office Department’s overall budget request. was $2,765,371 ,000, 
The printed budget contained $2,755 million. There was later an 
amendment submitted to the Congress which effected a reduetion of 
ome $183,000 because of certain internal adjustments with respect 
to the personnel program. The total budget adjustment downward 
from the Post Office Department request was $10,554,000, That was 
divided up in accordance with the table we have prepared. T might 
av in general that the increases allowed largely involve duties brought 
about by increased mail volume. In other words, there are a lot of 
things that were nice to do, but everybody finally got around the table 
and discussed it and decided that some things were not so essential as 
they might seem \llowanees were made, for example, for the “light 
and color” program, as they term it, and for the expansion of carrier 
routes into new areas that had been added to our cities and so forth. 


ADMINISTRATION 
With respect to “Administration,” the amount requested was 


S16.575.000, 


Senator Ronerrson. They did not ask for a restoration in that item ? 
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OPERATIONS 


Mr. Broapnenr. No, si In “Operations” the request then was 
41. 888.929.0000, The budget included $L.886.363,000, or a reduction of 
2.566.000, The increase over 1955 in that ease was $26 million plus. 

Senator Ronerrson. Did you concur in that statement that the vol 
ume of mail will go up approximately 5 pereent ¢ 

Mr. Broapnent. Yes, sir, we did. 


TRUCKS 


Senator Rosnerrson. May | ask you there—-probably you have got 
a good explanation of it-—but if the mail went up 3 pereent why did 
you allow an t8-percent increase in the number of new trucks? 

Mr. Broapnenr. The 18-percent increase in new trucks # 

Mr. Ronertson. Yes, 

Mr. Broappen'r. Over last year’s. What were the last figures / 

Mr. ‘Tiromason. I would like to add something here to that. The 
principal reason, as | recall, that we gave them an increase in trucks 
was to enable them to eliminate the use of high-cost contract trueks 
which they have been using, on which the rates have been going up, 
and to substitute trucks of their own which would enable them to do 
itata much lower cost, 

Senator Ronerrson. That is a logical explanation. I think we are 
entitled to it, however, 

Senator Jounston. Did you make a reduction in the appropriation 
the Department was asking for to offset that ¢ 

Mr. ‘Thomason. Yes, we took cognizance of that in the contract 
service which we had. In addition to that, we have to recognize the 
fact that we were estimating an increase in mail volume of an overall 
amount of 3 percent. 

Senator Dirksen. The saving will show up later on that, I take it. 

Mr. THomason. That is right. 

Senator Dirksen. That is because that is a continuing contract and 
the purchase comes up just once on the truck, 


TRANSPORTATION 


Mr. Broappentr. For “Transportation” the request was for 
$677,142,000. The printed budget. included $675,241,000 or a redue 


tion of $1,901,000, or an increase over 1955 of $11,964,000, This is 
brought about. by increases in rail costs, new truck and star routes, 
uniforms, insurance and so forth. 

The Post Office Department agreed that they would make an at 
tempt to get along with the same number of clerks that they have 
now. 

FACILITIES 


The next one is “Facilities.” 

Senator Ronerrson. As to all the Departmental staff, clerks and 
personnel, are you satisfied that they have got this operation on a real 
economy and efliciency basis? 

Mr. Broaprent. As far as we can determine by the facts available 
to us, yes. These gentlemen work with the Post Office, Mr. Scott and 
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Mr. Thomason, every day. Mr. Scott just joined our group 6 or 8 
months ago, and in order to get him fully cognizant of the activities 
in the Post Office Department, he spent about 5 weeks in New York 
with a group of inspectors. They worked him from dawn until dark 
and he really got his feet wet. 

Senator Roperrson. Your primary function in planning the budget 
is to try to help the President in his overall program of balancing 
the budge ‘tas soon as hee an, is it not? 

Mr. Broappent. That is right, sir. 

Senator Ronertson. You do not let any known fat get by you? 

Mr. Broappent. Not if we can help it. 

Senator Roserrson. So you do not think there was any fat in this 
budget when you turned it loose ? 

Mr. Broapnent. We do not think so, no, sir. Of course, we are not 
infallible; we are just human. 

In the case of “Facilities,” the original request submitted by the 
Department was $165,192,000. The printed budget included 
$159,800,000 or a reduction of $5,392,000. In effect, this was an in- 
crease of $11,755,000 over 1955. And that increase was principally 
for new equipment, facility improvement for handling mail, space and 
SO On. 

Senator Roserrson. Do you recommend that without any cuts? 

Mr. Broapnent. Yes, sir. We think that the Post Office Depart- 
ment should have the amount recommended in the budget. We are 
not ready to say that if they did not get every dime of it the mails 
would not move. But we think it isa fair ‘allows ance. 

Senator Roserrson. Senator Dirksen ? 

Senator Dirksen. Mr. Broadbent, how much time do you and your 
associates in the Budget Bureau spend on Post Office submissions and 
estimates ? 

Mr. Broapsent. Mr. Scott and Mr. Thomason spend full time on it. 
Mr. Pfleger probably spends a third of his time, and my time is spent 
over the other 32 agencies that are assigned to my division. Of 
course, some of them do not require a great deal of work, the judici- 
ary, for example. We handle all of the transmission of estimates for 
the legislative branch, which are largely a ministerial function. And 
then we have the other four major departments. 

Senator Dirksen. How much field work do you do? 


TIME SCITEDULE IN BUDGET WORK 


Mr. Broapnent. We start on the Post Office, for example, in June, 
and start working on the ceilings for the next fiscal year, and the 
mail volume estimate, and the men spend a great deal of time on that. 
They work back and forth with the men in the Post Office Depart- 
ment. They hammer out an agreement. In September, September 

15th, the Post Office Depentenets submits its budget to us, and from 
or until about November 1, all three of these men spend the bulk 
of their time, that is, the bulk at Mr. Pfleger’s time, and Mr. Thomason 
and Mr. Scott spend full time on that conferring with me occasionally 
also, until about November 1 when we have really wound up our side 
of it. 

Now, in that period, from September 15 to November 1, we have 
from 3 to 4, or 5 days’ hearings with all segments of the Post Office 
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Department, and these men come over and, in effect, defend their esti- 
mates the same as they do here. After that, there are meetings every 
other day. Either our men are down there or they are up here iron- 
ing out differences, and so forth. About November 1 we make up our 
minds what we should recommend to the Director in accordance with 
the policy instructions that are given us by him. And we then are 
ready to take that before him and say, “This is what the Post Office 
has requested. ‘These items are all within the policy that is guiding 
us and we believe that these should be in for this reason, or these should 
be out for that reason.” 

After that, the Director may at that time make up his mind. And 
he is across the table from us with his top assistants. And sometimes 
he then makes up his mind what he will recommend to the President, 
or he may not. He may go out and think it over for several days. 
But that process ends up sometime in the month of November. 


MAIL VOLUME 


Senator Jounsron. In considering the budget request the proposed 
volume of business is the guidepost on the amount of the request ; 
is that not so¢ 

Mr. Broappent. Yes, sir. 

Senator Jounsron. You did that last year? 

Mr. BroapBpent. Yes, sir. 

Senator Jounsron. They estimated last year that 54 billion pieces 
of mail would be handled and they only h: indled a little over 52 bil- 
lion; isn’t that right ¢ 

Mr. Broapsentr. That was for the fiscal year 1954, I believe. 

Senator Jounsron. So the Department overestimated by 2 billion. 
Did you check close enough this year to see if the Department had over- 
estimated again? The ‘House ‘committee seems to think the ‘y have. 
Anyone can save money if you are given too much to spend. 

Mr. Broapsent. That, as I recall, was one of the reasons for some 
of the cuts. 

Senator Jomunsron. That is one of the reasons the requested amount 
was reduced by the House. 

Mr. Broappent. Is that not right? There was a reduction because 
of the mail volume. 

Mr. Trromason. Yes. 

Mr. Broapnent. These gentlemen and the Post Office people became 
aware of it along last year and they immediately got operating on it, 
and the 19: DG budget estimate that came forward was adjusted to take 
care of that. You, in effect, had a new base brought to the Congress. 

Senator Jounston, That is true. But you accepted the Depart- 
ment’s estimate last year, and you seem to be doing the same this 
year. You are approving what they request. Do you think you are 
on sound ground after last year’s experience ¢ 

Mr. Broapnent. Let me check this here. That was the actual esti- 
mated amount for 1954. 

Mr. THomason. Here is what he is talking about here, the amount 
that was in the budget, and which was subsequently revised down- 
ward to 

Mr. Broapsent. To 52 billion. 
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46 TREASURY AND POST OFFICE APPROPRIATIONS, 1956 


Mr. ‘T'Homason. Which, | might say, was adjusted along last May 


June when we became cognizant of the fact that the mail volume 


estimate of 54 billion was not coming up to expectations. 
Senator Jounsvon. That is right. 


Mr. ‘Tromason. As I understand it . the Post Office Department, 


who was also aware of this condition, immediately took ste ps along in 
July when they got their money from the Congress to make adjust 


ments. They put into the Postmaster General’s reserve an amount of 


money which I understand would take care of some of this overage as 
far as the mail volume estimate was concerned. We were aware of 
it. We took steps when we made the 1956 budget up, or when we 
reviewed it, to see that it did not occur again. 

Senator Roserrson. Are there any further questions ¢ 

Is there any further testimony ¢ 

It is usual in these hearings to supply for the record statistical 
information, and without objection, the Chair would offer for the 
printed hearings a table on the postal deficit workload and employ 
ment; a table on estimated volume of mail and revenues; a table 
showing obligations for 1954 through 1956; a table showing funds 
available and the information addressed to the Chairman as to why 
the restoration should be made; and a recapitulation of increases in 
1956 obligations. 

(The material referred to follows :) 


PostaL Dericir, WORKLOAD, AND EMPLOYMENT, 1954-56 


Summary 


Item 1954 (unau Percent 1955 (esti- | Percent | 1956 (esti Percent 
dited) increase | mate) | Increase mate) increase 
| 


Revenue $2, 268, 516, 717 8. 45) $2, 389, 000, 000) 5. 31)$2, 470, 362, 000 4. 41 
Obligations ! 2, 667, 668, 483 3. 16) 2, 702, 460, 000 1. 30) 2, 785, O00, 0) 1.94 


Deficit 399, 146, 766 39. 80 314, 460, 000) 21. 47 254, 638, 000! —9%, 20 
} = == —— 3 
Volume of mail (in thousands) §2, 220, 053 2.5 53, 630, 000 2.70 55, 240, 000) 3. 00 
Special services (in thousands) 833, $28 2. 87 801, 205 —3. { 789, 432! —1.47 
Paid employment (man- | 
years 507, 809. 7 5: 510, 566, 2 5 513, 007. 0 . 48 
Productive employment | } 


| 
(hours) 037, 463, 555 4h 041, 607, 588 44 044, 815, 915 A 


' Includes ‘Jud snents, United States courts and court of claims, $383,832 in 1054 and $116,450 in 1055, 
also ‘Adjusted losses and contingencies” in 1954 of $97,678. 
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Appropriation 


Administration 
Operations 
Transportation 
Finance 
Facilities 


Obligations, 1954 


1954 (actual) 


$13, 081, 064 
1, 839, 015, 626 


| 661, 033, 830 | 


21, 396, 622 


132, 654, 831 | 


Judgments, United States courts and Court of | 


Claims 


Adjusted losses and contingencies 


Total obligations 


Appropriation titles 


1954 appropriations 
General administration 
Postal operations 
Transportation of mails 
Claims -| 


Subtotal 2 
Judgments, United | 
States courts and | 
Court of Claims | 


Total 


1955 appropriations: 
A dininistration. . | 
Operations }. 
Transportation | 
Finance 
Facilities 
| 


Subtotal 2,7 


Judgments, United | 
States courts and | 
Court of Claims | 


A ppropr i- 


573, 620, 000/60, 491, 250 


383, 832 


2, 667, 663, 483 


97, 678 | 


POST OFFICE APPROPRIATIONS, 


56 


1955 (esti- 
mate) 


$15, 261, 300 
1, 860, 250, 400 


663, 277, 300 | 


15, 510, 150 


148, 044, 500 


116, 350 


2, 702, 460, 000 


Funds available, 1954 and 1955 


Transfer 


ated CAB 


2, 000, 000 
, 450, 000 


$27, 000 


180, 000 


2, 250, 000/60, 518, 250 


, 832 


832/60, 518, 250 


100 2, 329, 800 


Appropri- 
to ation 
transfers 


$3, 333, 900 
—1, 888, 600 2, 227, 561, 
1, O86, 300 
359, 000 


Adjusted 


1956 (esti- 
mate) 


| $16, 282, 000 
11, 886, 363, 000 
675, 241, 000 
17, 314, 000 
159, 800, 000 | 


| 
| 
| 


2, 755, 000, 000 





| Compara- 


appropri- tive 


ation 


$25, 306, 


512, 042, 
6, 821, 


2, 771, 731, 


383, 


2, 772, 115, 


17, 161, 


O00 —35, 723, 700) 1, 864, 052, 


OOD} | 
O00 


, 100 


—22, 500 
000 | 5, 279, 000 
33, 397, 000) 


701, 596, 
13, 780, 
158, 287, 


2, 754, 877, 


116, 


transfers 


900 


1956 


Increase 1956 


over 1955 


$1, 020, 700 
26, 112, 600 
11, 963, 700 

1, 803, 850 
11, 755, 500 


—116, 350 


52, 540, 000 


Compara- 
tive appro- 
priation 


$25, 306, 900 


100)... 2, 227, 561, 400 


450 
000 


512, 042, 450 
6, 821, 000 


a 9°77 “ 
700 2, 771, 7: 


832 


5R2 


300) —$1, 791, 250 


300) __. 1, 


500}... | 
000} , 791, 250} 
000) 


100 2 


350 


2, 772, 115, 582 


15, 370, 050 
864, 052, 300 
701, 596, 500 

15, 571, 250 
158, 287, 000 


, 754, 877, 100 


116, 350 


« Smete Pe Friese ys 


lotal 2, 754, 993, 450 \2, 754, 993, 450 


MarcH 17, 1955. 
Hon. A. WILLIS ROBERTSON, 
United States Senate, 

DreAR SENATOR ROBERTSON: There are attached requests for restoration of 
amounts of reductions made by the House of Representatives in our budget sub- 
mission for 1956 for the appropriations “Operations,” “Transportation,” and 
“Facilities.” Twenty-five copies of the justification have been forwarded to 
Mr. Francis Hewitt. 

A justification is also included for the $10,362,000 requested in our submission 
for reimbursing the Post Office Department for certain subsidy items. This 
request is complete in detail on pages 14, 18, 19, and 20 of the 1956 submission. 

On page 9 of the House report the committee stated that the mail volume 
estimate may be overstated with a resultant estimate of fund requirements in 
excess of our needs. 

For the fiscal year 1955 the Department estimated an increase in the volume 
of mail at approximately 2.7 percent. Monthly reports from our 300 largest post 
offices Which represent 75 percent of the total mail volume indicate that we are 
currently handling 5 percent more pieces than the corresponding period in 
1954. This would indicate that we may have underestimated rather than over- 
estimated our volume, 

For the fiscal year 1956 we have estimated an increase of approximately 
3 percent over the fiscal year 1955. This is the minimum normal increase to 
be expected when the economy is stable. There is nothing to indicate at the 
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moment that the number of pieces will increase less than 3 percent and if the 
first 6 months of the current year is an indicator, the 3 percent increase estimate 
may be conservative. 

As a further clarification of our financial condition, I am attaching an analysis 
of the increase in obligations for 1956 upon which the budget submission was 
based. You will note that $11.83 million is due to legislative matters, increases 
over which we have no control. The other increases itemized show that we 
expect to spend $8.6 million for capital improvements in equipment ; $18.9 million 
for expansion of service made mandatory by increased demands, improvements 
of service and cost of decentralization ; approximately $1.2 million for increases 
in costs of services because of rate increases ; and $12.6 million required to handle 
the increase of 3 percent in mail volume. The increase required for the handling 
of a larger volume of mail approximates only five-tenths of one percent more 
than 1955. 

For these reasons, it is of extreme importance that the reductions made by the 
House in these three appropriations be restored. 

Sincerely yours, 
CHARLES R, Hook, Jr., 
Acting Postmaster General. 


Post OFFICE DEPARTMENT REQUEST FOR RESTORATION OF AMOUNTS REDUCED 
BY Houssg, H. R. 4876-FiscaLt YEAR 1956 


Summary—Postal fund appropriations 


; Budget House . Restoration 
Appropriation estimate | approval Reduction request 


Administration. $16, 099, 000 | $15, 500, 000 $599, 000 
Operations 11, 886, 363, 000 |1, 850, 000, 000 36, 363, 000 $36, 363, 000 
Transportation 675, 241, 000 648, 000, 000 27, 241, OOO 27, 241, 000 
Finance .. 17, 314, 000 17, 200, 000 114, 000 
Facilities... : | 159, 800, 000 155, 000, O00 | , 800, 000 4, 800, 000 


Total -+-s 12, 754, 817, OOO |2, 685, 700, 000 69, 117, 000 68. 404. 000 
General fund appropriation: Payments for 
special services (for credit to postal revenues 10, 362, 000 Pe 10, 362, 000 | 10, 362, 000 


Operations, 1956 


Estimate, 1956 ; $1, S86, 363, 000 


Annual appropriation act, 1955 1, 899, 776, 000 
Transfer of functions from: Facilities, 1955 748, 000 
Transfer of functions to: 

Administration, 1955_- -$312, 700 

Finance, 1955 : . ‘ 362, 700 

Facilities, 1955... ___ a ; 34, 187, 000 

3-4, 861, 

Transfer of funds to: Administration, 1955 1, 610 


Total funds available, 1955 , 864, 052 
Estimated savings, 1955_- ; ; 3, 801 


Total estimated obligations, 1955 ; 1, 860, 250 
( House hearings, pp. 139 to 154) 


(1) Page 138, line 25, of the bill as reported to the House, strike out “$1,850, 
000,000” and insert in lieu thereof “$1,886,363,000", the estimate, or an increase 
of $36,363,000. 


HOUSE REPORT 


“The bill includes $1,850 million for this title, a reduction of $36,363,000 in 
the estimates, and $49,776,000 less than the appropriation for 1955. The decrease 
from the 1955 level is, comparatively, only $14,052,300 after consideration of 
adjustments and transfers resulting from the reorganization. 
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discussed generally above, the committee is compelled to conclude that 
the estimates for 1956 may be based on an overestimate of the mail volume. The 
recommendations for Operations, is based in part on this premise, and in part 
on the feeling of the committee that, after 2 years in operation, the present 
Inanagement team should produce some of the substantial savings which have 
erved during this period as the basis for the complete reorganization of the 
Post Ofice Department.” 

JUSTIFICATION 


The House Committee has reduced the estimate submitted by $86,368,000, 
Which is equivalent to a reduction of 9255 average positions, reducing the 
estimated employment in 1956 to 450,740, as compared to 456,419 in 1954 and 
estimated employment in 1955 of 458,206. The major portion of the Increase 
requested for 1956 was for necessary extensions and expansions of service oe 
casioned by population shifts and other factors; and a small portion was re 
quested for inereased mail volume. 

Monthly reports from our 300 Lirgest post offices which represent 75 percent of 
the total mail volume indicate that we are currently handling § percent more 
pieces than the corresponding period in 54. The estimated volume for 1955 
upon which the 1956 volume estimate is based is 2.7 percent over the actual 
volume for 1954 

It is apparent that if the reduction by the House committee stands, justified 
eXtensions and expansions of service will of necessity be postponed until funds 
ure available 

Transportation, 1956 


estimate, 1956 241, 000 


Annual appropriation, 1955 2, 000 
Transfer of functions: Administration, 1955 700 
Transfer of funds to: Administration, 1955 800 


Total funds available, 1955 701, 500 
Estimated savings, 1955 38, 200 


Total estimated obligations, 1955 663, 300 


(llouse hearings, pp. 155 to 173) 


(1) Page 14, line 20, of the bill as reported by the committee, strike 
“S648.000,000" and insert in lieu thereof “S675,241,000", the estimate, an increase 
of $27,241,000, 

HOUSE REPORT 


“The committee recommends the appropriation of $648 million, a decrease of 
$27,241,000 in the estimates and $54,219,000 less than the appropriation for 1955. 
The comparative funds available for 1955 are $701,596,500, so that the reduction 
below the 1955 level of activities is $53,596,500. Estimates for this function 
are almost exclusively related to mail volume and the reduction is on the basis 
of overestimating previously discussed.” 


JUSTIFICATION 


The House report states that estimates for this function are almost exclusively 
related to mail volume and the reduction is on the basis of overestimating. 

The increase in mail volume was estimated at 3 percent, but the estimate for 
transportation provides for an increase of only 1.29 percent in the cost of trans 
porting mail by powerboat, steamship, railroad, and air due to increased volume. 

Monthly reports from our 300 largest post offices which represent 75 percent 
of the total mail volume indicate that we are currently handling 5 percent 
more pieces than the corresponding period in 1954. 

This trend indicates that fiscal year 1956 may begin with a volume of mail 
at a level much higher than anticipated when the estimate was made. No in 
crease was included for handling and distributing the additional volume. It 
was expected that this increased workload would be absorbed with the present 
employment. 

The remainder of the increase, or 0.51 percent, is for expansion of service in 
star routes, highway post offices, and short-haul truck routes, for increased 
rates, and for increased cost of legislation. 
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In order to continue to improve transportation services and thereby speed up 
delivery of mails, and to expand those services essential to prompt mail delivery 
to new and extended communities adequate funds must be available for the 
purchase of such trausportation services. 


Facilities, 1956 


Estimate, 1056 $150, SOO, OOO 


Annual appropriation, 1955 124, S90, 000 
Transfer of functions from “Operations, 1955" 34, 187, OOO 
Transfer of functions to: 
“Administration, 1955" $42, OOO 
“Operations, 1955" 748, 000 
THO, OOO 


Total funds available 158, 287, 000 
Estimated savings, 1955 10, 242, 500 


Total estimated obligations, 1955 148, 044, 500 
(Tlouse hearings, pp. 37, 70-71, 190-228) 


(1) VPage 15, line 11, of the bill as reported to the Hlouse, strike out “$155, 
000,000" and insert in lieu thereof “$150,800,000", the estimate, or an increuse 
of $4,800,000. 

HOUSE REPOR'I 


“The bill includes $155 million for the administration and operation of postal 
facilities. This amount is a decrease in the budget estimates of $4,800,000, but 
provides an increase over 1955 appropriations of $30,110,000. This increase is 
on the unadjusted basis. After allowances for transfers of functions, pursuant 
to the reorganization, the recommendation for 1956 is a decrease of $3,287,000 
below the comparable funds available for 1955, 

“Two items, local transportation and general postal supply services, within 
this appropriation title are obviously affected by mail volume and the decrease 
based on volume estimates, previously discussed, applies 

“In addition, this appropriation together with ‘Operations’ should begin to 
reflect some of the more substantial reductions in cost which are to materialize 
as the fruits of reorganization 

“Two new provisions appear in the language for this item, both relating to the 
use of proceeds as a credit to the appropriation. These technical additions to 
the language will provide permanent authority for the Department to utilize 
its receipts for specific collections as an offset to costs for (1) repairs to dam 
aged Government vehicles and (2) manufacture and repair of mail bags and locks 

“An additional provision is included establishing, for the first time in the 
appropriation bill, the limitation on funds for use in the lease-purchase program. 
The language recommended merely continues through 1956, without increase, the 
origynal authority contained in the Post Office Department Property Act of 1954 
Which was limited to fiseal year 1955,” 


JUSTIFICATION 


As indicated in the aforementioned Hou tee report, funds 
provided as follows: 


Total amount appropriated 1955 $124, 890, 000 
Net transfers from other appropriations 33, 397, 000 


Net total appropriations for 1955 158, 287, OOO 
Recommended reduction in “Loeal transportation” and “General 
postal supply services” 3, 287, 000 


Total 155, 000, 000 


The House committee report states that it is recommending a decrease of 
$3,287,000 under the available appropriation for 1955, or a $4,800,000 reduction 
from our estimate for 1956, 

The original estimate for 1955 was in the amount of $133,010,000, which was 
reduced $7 million by the Bureau of the Budget prior to submission to the House 
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Included in this reduction was a cut of $3 million or 9.6 percent from our estimate 
for local transportation. The remainder of the cut reduced our estimate for color, 
illumination, and ventilation by $4 million. Therefore, the 1955 appropriation 
did not provide for an increase in volume. Moreover, the estimate for “Local 
transportation, 1956” as submitted to Congress provided for an increase of only 
1.93 percent to care for a 3-percent increase in volume. 

The estimate for general postal supply services, 1956 provided an increase of 
$99,425 or 2.1 percent in supplies to continue an inventory of postal supplies which 
has been reduced to 2.7 months’ service or 0.8 month under the General Services 
Administration’s standard, In the overall, “General postal supply services” has 
been estimated for 1956 at $140,416 less than was provided for 1955. 

‘There has been a noticeable upswing in the National Economy during fiscal year 
1955. Monthly reports from our 800 largest post offices which represent 75 per- 
cent of the total mail volume indicate that we are currently handling 5 percent 
more pieces than the corresponding period in 1954, Therefore, it appears that the 
estimated volume upon which the estimates for 1955 was predicated may be 
greater than originally estimated, and the fiscal year 1956 will then begin at a 
higher level of volume than anticipated in our estimates for that year. 

While the report indicates the reduction is for local transportation and general 
postal supply service, the current rate of increase in mail volume, as well as the 
mandatory expansion of service to meet community growth, is such that a reduc- 
tion in those items is not practicable. Accordingly, such a serious reduction in 
our appropriation as this is can only be met through the reduction of capital 
expenditures for such things as our light, color, and ventilation program, which 
has required a year to get in motion, and our purchase of mechanized equipment 
for modernization of the postal service. These purchases would enable other 
bureaus of the Department to achieve the economies anticipated under their 
estimates as submitted. 

For the above reason it is requested that the estimate be restored. 


Payments for special services 
Total estimated obligations, 1956 $10, 362, 000 
(House hearings, pp. 17, 59 to 60, 85 to 86, 90) 


(1) Page 12, following line 4 of the bill reported by the House, insert new 
section reading: 

“Kor expenses incurred by the Post Office Department in transporting United 
States mail by foreign carriers at a Universal Postal Union rate in excess of 
the rate prescribed for United States carriers; and for an amount equivalent 
to (a) postage for matter sent in the mails free of postage, and (b) the dif 
ference between the regular rates of postage and the reduced rates for matter 
permitted to be sent at reduced rates, under authority of the following laws, to 
the extent they are not covered by section 1 of the Act of August 15, 1953 (67 
Stat. 614), (1) subsection (a) (3) of section 5 of the Act of June 23, 1874, as 
amended (39 U. 8S. C. 288 (a) (8)), relating to reduced rate of postage on 
newspapers or periodicals of certain nonprofit organizations; (2) sections 5 and 
6 of the Act of March 3, 1877, as amended (39 U. 8S. C. 321), relative to certain 
matter sent free through the mails: (3) section 25 of the Act of March 3, 1879, 
as amended (39 0. S. C. 286), and subsection (b) of section 2 of the Act of 
October 80, 1951 (39 U.S. C. 289a (b)), relating to free-in-county mailing privi- 
leges; (4) the Act of April 27, 1904, as amended (39 U. S. C. 331), relating to 
free postage and reduced postage rates on reading matter and other articles 
for the blind; (5) the Act of March 4, 1924 (48 Stat. 1359), granting franking 
privileges to Edith Bolling Wilson; (6) the Act of February 14, 1929 (39 U.S. GC. 
336), granting free mailing privileges to the diplomatic corps of the countries 
of the Pan American Postal Union; (7) the Act of June 16, 1934 (49 Stat. 1395), 
granting franking privileges to Grace G. Coolidge;.(8) the Act of April 15, 
1987 (39 U. S. C. 298¢), granting reduced rates to publications for use of the 
blind; (9) the Act of June 29, 1940 (39 U. S. C. 821-1), granting free mailing 
privileges to the Pan American Sanitary Bureau; (10) section 212 of title IT 
of the Act of July 1, 1944 (42 U. S. C. 213), relating to free mailing privileges 
of certain officers of the Public Health Service; (11) the Act of May 7, 1945 
(59 Stat. 707), granting franking privileges to Anna Eleanor Roosevelt; (12) 
subsection (e) of section 204 of the Act of July 3, 1948, as amended (39 U. S. C. 
292a (a)), granting reduced fourth-class postage rates to libraries and other 
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organizations or associations, and to films and related material for educational 
use; (138) the Act of July 12, 1950, as amended (50 U. 8. C. app. 891 and 892), 
relating to free mailing privileges of members of the Armed Forces in certain 
areas; (14) the second and third provisos of subsection (a) of section 2 of the 
Act of October 30, 1951 (39 U. 8S. C. 289a (a)), granting reduced second-class 
postage rates to certain organizations; and (15) the fifth proviso of section 3 of 
the Act of October 30, 1951 (39 U. S. C. 200a—-1), granting reduced third-class 
postage rates to certain organizations ; $10,362,000, to be paid to postal revenues 
on the basis of billings by the Postmaster General at quarterly or other 
intervals.” 
HOUSE REPOR' 


The House report did not comment on this section of the budget submission 


JUSTIFICATION 


One of the objectives of the Post Office Department is to place its operations 
on a sound businesslike basis. This section will assist in reaching that objec 
tive. There are numerous groups of mail users that pay no postage at all or 
at rates less than the general public must pay. These differences represent 
subsidies and if the Department is to provide financial statements that reflect 
the true operating results of the postal service, provision should be made for 
reimbursement for these subsidy items. 

This language will permit the Department to draw on the general fund in the 
Treasury for (1) the difference in cost resulting from our transporting United 
States mail by foreign air carriers at the Universal Postal Union rate in excess 
of the rate prescribed for United States carriers; (2) an amount equivalent to 
postage for matter sent in the mails free of postage; and (3) the difference be- 
tween the regular rates of postage and the reduced rates for matter permitted 
to be sent at reduced rates. 

This will not result in any increase in cost to the Government as the funds 
withdrawn will be deposited to the credit of postal revenues, another account in 
the Treasury. However, the transaction will be reflected on our books and in 
our financial statements, thus reflecting more accurately our real financial oper 
ating results. 
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STATEMENT BY CHAIRMAN 


Senator Rosertson. The members of the committee will recall that 
some days ago the clerk of this subcommittee, at the request of thre 
chairman, sent each member a copy of the House hearings on the Post 
Office and ‘Treasury Department, with a letter saying that in view of 
the fact that all of us are going to be very busy, we would try, as far 
as possible, to limit our hearings to requests for restorations, but with 
no desire to limit any member of the subcommittee in investigating 
anything pertaining to the operation of these departments. The 
Chair wishes to renew that assurance that while, apparently we have 
completed the departmental presentation in 1 day, any member who 
wishes may indicate to the chairman the (Sot to call any official back 
whom he might see fit, and we will extend that privilege to him. But 
in view of the fact that we have covered, apparently, the request. for 
restoration, we will not have hearings on the Post Office tomorrow, 
but we will hear the Secretary of the Treasury at 2 o’clock on Wednes- 
day. When we finish, we have several outside witnesses who have 
indicated a desire to testify, and we will hearthem. Also, if any mem 
ber of the subcommittee wants to call any departmental witness back 
we will try to arrange to have him. 


AIRMATI, 


Senator Jomnston. T have a brief statement I want to place in the 
record in regard to airmail, and T would like to ask a question. 

Senator Rorertson. The gentleman from South Carolina. 

Senator JoHnston. What do you have to say about the airmail 
being carried now for 3 cents? Wave you heard anything about that ? 

Mr. Broaprent. No. The airlift. That is being done on an experi- 
mental basis. 

Senator JoHnston. Under what law is the Postmaster General 
doing that? 

Mr. Broappent. As far as I know, that is under his general author- 
ity to carry the mail. One of these lawyers may be able to answer 
that. Mr. Goff is able to tie me up on the postal Jaws. IT really do 
not think T am expert on it. 

Senator Rorertson. Let me indicate to the gentleman from South 
Carolina that no witness touched on that during our hearings because 
there was no request for information. 

Senator Jounsron. It would seem to me that the Postmaster Gen- 
eral may be violating law here. In my opinion, he should obey the 
committee’s decision or appeal. 

He has done neither. I’m getting tired of Cabinet officers always 
skirtine around the edge of the law. They must obey laws like any 
other citizen. 

Senator Roserrson. If a request for it were being made, it would 
be legislation on the appropriation bill. 

Senator Jornnstron. T think a limitation on the use of these funds 
would serve the purpose. 

Senator Ronertson. The Chair will be glad to grant permission to 
the Senator to 

Senator Jonnsron. IT ask permission to insert in the record at this 
time a statement calling attention to a decision of the district court in 
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the case of Santa Fe v. Summerfield. T want to say that the Commit 
tee on Post Office and Civil Service intends to investigate this matter 
thoroughly. 

Senator Rosertson. Without objection, that will be included in the 
record. 

(The statement referred to follows:) 


Before the conclusion of the hearings before this subcommittee of the Senate 
Committee on Appropriations, [ should like it known that it is the view of the 
chairman of the Senate Post Office and Civil Service Committee that the so-called 
experimental operations of the Post Office Department in providing air trans 
portation for first-class mail, referred to previously by the Postmaster General 
in his testimony, is without authority of Congress and is, in fact, contrary to the 
specific requirements of the postal statutes. These views T have expressed di 
rectly to the Comptroller General by letter, and he has replied, indicating his 
disagreement with that view. IT call your attention to the fact that in major 
part my views have been borne out by a decision of the United States District 
Court for the District of Columbia in a recent decision handed down in the Case 
of Sante Fe v. Summerfield. The court ruled that the Postmaster General had 
uuthority to conduct experimental operations in the transportation of first-class 
immail by air but that if such operations were unduly prolonged or prolonged be- 
vond the experimental stage that such transportation was beyond the authority 
of the Postmaster General. In my judgment, the Postmaster General has no 
authority to transport first-class mail by air even on an experimental basis, 
but my purpose here is not to quarrel with the decision of the court. In his 
previous testimony the Postmaster General himself referred to this decision but 
he has given no indication of when he proposes to suspend his so-called experi 
inent. LT wish to make it clear that in my Judgment the experiment has already 
heen unduly prolonged. 

The Postmaster General in a report to this committee has claimed that the new 
service can be performed more cheaply than the rail service for which it is a 
substitute. Preliminary investigation by my staff indicates that these figures 
ure probably seriously in error, but the point is that the Postmaster General 
himself claims that the experiment has “proved” satisfactory. If that is his 
view of the matter then it is obvious that he believes he has the necessary Infor 
ation and data to present to the Congress. Thus, any further information 
obtained by continuation of the experiment is merely cumulative and is not neces 
sary for presentation to Congress. 

No appeal has been taken from the decision of the district court, and if none 
is taken it would be my view that the Postmaster General should immediately 
suspend his so-called experimental operations. On the other hand, if an appeal 
ix to he taken it would be my view that he should immediately suspend the 
operations that are being conducted between New York and Washington, on the 
one hand, and Chicago, on the other, and between those three cifies and points 
in Florida, pending the determination of the serious questions of law involved 
So far as the experiment in the West is concerned, the differences hetween it 
and the operations in the East are minor, and it is clear that results of 6 months 
of overation on the west coast coupled with the results of the other operations 
would be entirely adequate for the purpose of gathering data adequate for pres 
entation of the matter to Congress. Thus, at the end of a 6 months’ period for 
the western operation it is my view that the Postmaster General should likewise 
suspend that operation. 

Finally T should like to call attention to the fact that in the proceedings in 
the district court the lawyers representing the Postmaster General sought to 
Claim that the Congress had ratified the action of the Postmaster General in 
providing air transportation for first-claiss mail simply by virtue of the fact 
that in the hearings before the Appropriations Committees of Congress the Post 
master General had made mention of the fact that he was providing air trans- 
portation for first-class mail. I am sure you are aware that the postal stat- 
utes, violation of which by the Postmaster General is charged in the lawsuit, 
fall under the jurisdiction of the Post Office and Civil Service Committee, and 
Tam sure that the Appropriations Committee by making its general appropria- 
tion for the Post Office Department would not want to be considered as expressing 
a view one way or the other regarding the lawfulness of the Postmaster General's 
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action in this respect. I respectfully suggest that in the report of this com- 
mittee a statement to that effect be made so that no contention may be made 
that the Congress has ratified the action of the Postmaster General and in 
this backhanded way given him authority which in all the past years has only 
been accorded to him under special circumstances and by specific legislation after 
careful and deliberate consideration by the committees concerned with such 
matters. 

I do not want to get into a discussion of the subject of flying 3-cent mail before 
the Appropriations Committee, as I do not think it would be appropriate, but I 
do want to bring to your attention the fact that there are serious questions 
of policy involved in any determination to provide air transportation for first- 
class mail that go far beyond the jurisdiction and responsibilities of the Appro- 
priations Committee and which should be the subject of most careful study by 
my committee before any legislative action is considered. 


JUSTIFICATIONS 


Senator Roserrson. At this point I should like to insert in the record 
for each of the appropriations for which restoration is being re- 
quested certain information from the justifications, including a recon- 
ciliation of the estimate with current appropriations and an analysis 
of estimated increase or decrease in obligations. 

(The information referred to follows :) 


OPERATIONS, 1956 
Reconciliation of estimate to current appropriation 


Annual appropriation, 1955_- __..... $1, 899, 776,000 
Transfer of functions from: 
RR, RIOT ac cc inte tivnew en chenneeee a duiiiaws 748, 000 
Transfer of functions to: 
pe ee | — —$312, 700 
Finance, 1955_- ae > aeons 362, 000 
Facilities, 1955. ____- satestntiotncan ae 
- ——__—_—__— —34, 861, 700 
Transfer of funds to: 
Administration, 1955__--__ eas * —1, 610, 000 
Total funds available, 1955 Bh ta __--. 1, 864, 052, 300 
Estimated savings, 1955____- ‘ a : ee —3, 801, 900 
Total estimated obligations, 1955___.___-__._.._-._...__.....__ 1, 860, 250, 400 
ee: se 


Estimated increase in obligations, fiscal year 1956 26, 112, 600 
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TREASURY AND POST OFFICE APPROPRIATIONS, 1956 


Analysis of estimated increase or decrease (—) in obligations 


_ ' 

Ac- | 
count Activity and account 

No. 


Increase or 
decrease ( 


ADMINISTRATION OF POST OFFICE OPERATIONS 


Bureau of Post Office Operations $1, 470, 000 $965 — $505, 000 
Postmasters 137,410,000 | 139,115 1, 705, 000 
Post office supervisors 111, 450, 000 113, 000, 1, 550, 000 
Regional operations personne] 2, 605, 000 | 6, 108, 3, 503, 000 
Group life insurance, administration of post office 

operations 702,777 | 846, 43: 143, 656 


Subtotal - - 253, 637, 77 260, 034, 43: }, 396, 656 
MAIL HANDLING AND WINDOW SERVICE 


Clerks, first- and second-class offices 771, 700, 000 772, 041, 000 341, 000 
Clerks, third-class offices 30,000,000 | 30, 500, 000 | 500, 000 
Contract station service at 5, 900, 000 6, 300, 000 400, 000 
Clerical allowance, fourth-class offices 132, 000 132, 000 
Group life insurance, mail handling and window 

service. ...... : 2, 277, 970 2, 743, 383 465, 418 


Subtotal _ . -. ‘ 810, 009,970 | 811,716, 383 | , 706, 413 


COLLECTION AND DELIVERY 


221 | City delivery carriers 510, 200,000 | 516, 500, C09 5, 300, 000 
222 | Special delivery messengers 21,504,400 | 21,953, 00) 448, 600 
223 | Uniform allowance 3, 250, 000 | 13, 000, 000 , 750, 000 
237 | Carfare 3, 300, 000 3, 425, 000 125, 000 
241 | Rural carriers 192, 600, 000 193, 300, 000 | 700, 000 

..-| Group life insurance, collection and delivery 1, 710, 426 | 2, 074, 343 363, 917 


Subtotal s 732, 564, 826 750, 252, 343 | 
CUSTODIAL SERVICE 


Custodial service 59, 579, 000 59, 918, 000 339, 000 
Rental allowances, fourth-class offices | 4, 300, 000 | 4, 250, 000 — 50, 000 
Group life insurance, custodial service 158, 827 | 191, 841 | 33, 014 


Subtotal 64, 037,827 | 64,359, 841 | 322, 014 





Total operations 1, 860, 250, 400 | 1, 886, 363, 000 26, 112, 600 


TRANSPORTATION, 1956 
Reconciliation of estimate to current appropriation 


Annual appropriation, 1955___ oes 7 se anise ics imstmaen.:  ae 
Transfer of functions to “Administration, 1955” ‘ eck —361, 700 
Transfer of funds to “Administration, 1955”____ ; —260, 800 


Total funds available, 1955___ Sian ; = 701, 596, 500 
Estimated savings, 1955..______-_ es = 38, 319, 200 


Total estimated obligations, 1955 2 663, 277, 300 
Estimated obligations, fiscal year 1956 - _.. 675, 241, 000 


Estimated increase in obligations, 1956____- ; 11, 963, 700 
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Analysis of estimated increase or decrease in obligations 


Account 


’ Activity and acco Increase or 
No. y and account 


decrease ( 
ADMINISTRATION OF POSTAL TRANSPORTATION 
Bureau of Transportation $960, 300 $959, 000 
Liaison expense, transportation 41, 000 | 41, 000 
Group life insurance, administration of postal 
transportation * 2, 500 3, 000 
Subtotal : 800 1, 003, 000 


MAIL HANDLING IN TRANSIT 


Postal Transportation Service 80, 000 180, 099, 000 99, 000 
Group life insurance, mail handling in transit , 500 558, 000 100, 500 


Subtotal , 500 180, 657, 000 199, 500 
WATER TRANSPORTATION 


Powerboat service 2, 874, 2, 983, 000 109, 000 
Foreign mail transportation , 177, 11, 678, 000 501, 000 


Subtotal , 051, 14, 661, 000 610, 000 
TRUCK TRANSPORTATION 
Mail messenger service - - - 000 20, 285, 000 
|} Star route service f 000 412, 430, 000 1, 190, 000 
Contract highway post offices 2, 000 4,377,000 | 1, 467, 000 
Government highway post offices 000 143, 000 | 588, 000 
Short-haul truck service 9, 000 11, 380, 000 1, 880, 000 
Subtotal 000 | 78, 615,000 | 3, 949, 000 
z 
RAIL TRANSPORTATION 
Railroad service | SS. | 338, 000, 000 7, 000, 000 


AIR TRANSPORTATION 
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Domestic airmail service . - 39, 810, 000 781, 000 
Foreign airmail service ; 14, 600, 000 286, 000 


sz 
a 


Subtotal. | 53, 343, | 54, 410,000 1, 067, 000 


TERMINAL AND TRANSPORTATION CHARGES BY 
FOREIGN COUNTRIES 


& BA! 


rr 
£3 


Terminal and transportation charges by foreign 
countries : 000 7, 895, 861, 000 


Total, transportation 277,300 | 675, 241,000 11, 963, 700 





FACILITIES, 1956 


Reconciliation of estimate to current appropriation 


ime Rory 


Annual appropriation, 1955__- ‘ _.. $124, 890, 000 
Transfer of functions from “Operations, 1955” _.. 34,187, 000 
Transfer of functions to: 
“Administration, 1955” : —$42, 000 
“Operations, 1955” SE ; — 748, 000 
— — 790, 000 
Total funds available, 1955_ ae : ; 158, 287, 000 
Estimated savings, 1955__ ~~ " 7 Seabee ‘ . —10, 242, 500 
Total estimated obligations, 1955 -______ artis ; 148, 044, 500 
Estimate, fiscal year 1956___--_~_- , _ 159, 800, 000 


Estimated increase in obligations, fiscal year 1956 11, 755, 500 
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TREASURY AND POST OFFICE APPROPRIATIONS, 1956 


Analysis of estimated increase or decrease (—) in obligations 


| decrease (—) 


| 
laine 
Activity and account 1955 1956 | Increase or 


| | 


ADMINISTRATION OF POSTAL FACILITIES | 


Bureau of Facilities. __- einttinhdavddeesd | $1,208,000} $1, 238,000 $30, 000 

Regional facilities personnel 1, 363, 000 1, 622, 000 

Group life insurance, administration of postal 
Resi ik eee csce . | 6, 995 9, 224 


Subtotal. -- ‘ a | 2,577,905 | 2, 869, 224 
LOCAL TRANSPORTATION | 


Vehicle service personnel_- ; ; } 800, 000 33, 500, 000 700, 000 
Vehicle hire... --. | , 500, 000 7,600,000 | —1, 900,000 
Government vehicle operations 2, 200, 000 13, 800, 000 1, 600, 000 
Purchase of vehicles ' , 591, 000 5, 900, 000 309, 000 
Uniform allowances facilities 145, 000 579, 000 434, 000 
Group life insurance, local transportation 90, 410 110, 597 20, 187 





Subtotal... _---- . ‘ | 60, 326, 410 61, 489, 597 1, 163, 187 


OPERATION OF BUILDINGS 


Communication service - - . 2, 773, 000 | 3, 000, 000 227, 000 
Rents 31, 673, 500 36, 418, 000 | 4, 744, 500 
Fuel and utility services 11,350,000 | 12, 550, 000 1, 200, 000 
Building supplies, equipment and maintenance-.-| 8, 410, 000 | 12, 680, 000 | 4, 270, 000 


Subtotal. ....-.. ; 54, 206,500 | 64, 648, 000 | 10, 441, 500 


GENERAL POSTAL SUPPLY SERVICE 


Headquarters printing, supplies, and equipment. _| 605, 000 543, 000 —62, 000 
Mechanicians and examiners | 202, 000 213, 000 11, 000 
Equipment shops 2, 843, 000 2, 938, 000 95, 000 
Postal supplies and equipment 23, 660, 000 23, 565, 000 | -95, 000 
Field printing-..- 3, 621, 000 3, 531, 000 —90, 000 
Group life insurance, general postal supply service 2, 505 3,179 584 
30, 793, 179 


159, 800, 000 11, 755, 500 


OUI soe: : | 30, 983, 595 —140, 416 


Total facilities _.... Sabet ee nmenth ---| 148,044, 500 | 





CHANGE IN LANGUAGE 
PROPOSED LANGUAGE 
The appropriation language proposed for 1956 reads as follows: 
“PAY MENTS FOR SPECIAL SERVICES 


“For expenses incurred by the Post Office Department in transporting United 
States mail by foreign carriers at a Universal Postal Union rate in excess of the 
rate prescribed for United States carriers; and for an amount eqivalent to 
(a) postage for matter sent in the mails free of postage, and (b) the difference 
between the regular rates of postage and the reduced rates for matter permitted 
to be sent at reduced rates, under authority of the following laws, to the extent 
they are not covered by section 1 of the Act of August 15, 1953 (67 Stat. 614), 
(1) subsection (a) (3) of section 5 of the Act of June 23, 1874, as amended (39 
U. S. C. 283 (a) (3)), relating to reduced rate of postage on newspapers or 
periodicals of certain nonprofit organizations; (2) sections 5 and 6 of the Aet 
of March 3, 1877, as amended (39 U. S. C. 321), relative to certain matter sent 
free through the mails; (3) section 25 of the Act of March 3, 1879, as amended 
(39 U. S. C. 286), and subsection (b) of section 2 of the Act of October 30, 1951 
(39 U. S. C. 289a (b)), relating to free-in-county mailing privileges; (4) the 
Act of April 27, 1904, as amended (39 U. 8S. C. 331), relating to free postage 
and reduced postage rates on reading matter and other articles for the blind; 
(5) the Act of March 4, 1924 (48 Stat. 1359), granting franking privileges to 
Edith Bolling Wilson; (6) the Act of February 14, 1929 (39 U. S. C. 336), grant- 
ing free mailing privileges to the diplomatic corps of the countries of the Pan 
American Postal Union; (7) the Act of June 16, 1934 (48 Stat. 1395), granting 
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franking privileges to Grace G. Coolidge; (8) the Act of April 15, 19387 (39 
U. S. C. 298ec), granting reduced rates to publications for use of the blind; (9) 
the Act of June 29, 1940 (39 U. S. C, 321-1), granting free mailing privileges 
to the Pan American Sanitary Bureau; (10) section 212 of title II of the Act 
of July 1, 1944 (42 U. 8S. C. 213), relating to free mailing privileges of certain 
officers of the Public Health Service; (11) the Act of May 7, 1945 (59 Stat. 707), 
granting franking privileges to Anna Eleanor Roosevelt; (12) subsection (e) 
of section 204 of the Act of July 3, 1948, as amended (39 U. 8S. C. 292 a (e)), 
granting reduced fourth-class postage rates to libraries and other organizations 
or associations, and to films and related material for educational use; (13) the 
Act of July 12, 1950, as amended (50 U. 8S. C. app. 891 and 892), relating to free 
mailing privileges of members of the Armed Forces in certain areas; (14) the 
second and third provisos of subsection (a) of section 2 of the Act of October 30, 
1951 (39 U, 8S. C. 289a (a)), granting reduced second-class postage rates to 
certain organizations; and (15) the fifth proviso of section 3 of the Act of Octo 
ber 30, 1951 (39 U. S. C. 290a-1), granting reduced third-class postage rates to 
certain organizations; $10,362,000, to be paid to postal revenues on the basis 
of billings by the Postmaster General at quarterly or other intervals.” 


CONTRIBUTION TO THE POSTAL FUND 


For administration and operation of the Post Office Department and the 
postal service, there is hereby appropriated the aggregate amount of postal 
revenues for the fiscal year ending June 30, 1956, as authorized by law (39 U. 
S. C. 786, 7T94a), together with an amount from any money in the Treasury 
not otherwise appropriated, equal to the difference between such revenues and 
the total of the appropriations hereinafter specified and the sum needed may be 
advanced to the Post Office Department upon requisition of the Postmaster 
General for the following purposes, namely : 


EXPLANATION OF CHANGES 


There follows an explanation of the proposed changes in language for 1956: 

Payments for special services.—This section provides for the crediting to postal 
revenues from the general fund of the Treasury the amount of $10,362,000 to cover 
the expenses and losses for service that the Post Office Department is now called 
upon to render without reimbursement of any kind. Thisis a part of the program 
having for its purpose the placing of the Post Office Department on a sound 
businesslike basis. The items enumerated in this section are all services that 
the Department is required by law to render with no provision whatever for the 
securing of revenue to cover the cost of the service rendered. An explanation of 
each item together with the amount that will be obtained therefrom follows: 

(A) (1) “Transporting United States mail by foreign carriers at a Universal 
Postal Union rate in excess of the rate prescribed for United States carriers.” 
At the present time the Post Office Department, for diplomatic reasons, utilizes 
air carriers of foreign governments for the transportation of mail in addition to 
United States planes. The rate paid those of other countries is under the 
Universal Postal Union rate which is higher than that received by our own ¢ar- 
riers. In order not to affect our relations with the foreign countries it is not 
considered desirable to withhold all foreign air mail from foreign planes notwith- 
standing the higher rate. 

(B) (1) “Subsection (a) (8) of section 5 of the act of June 23, 1874, as 
amended (39 U. S. C. 283 (a) (3)), relating to reduced rate of postage on news- 
papers or periodicals of certain nonprofit organizations.” This section relates to 
a special rate of 1% cents per pound for periodicals maintained by and in the 
interest of religious, educational, scientific, philanthropic, agriculture, labor or 
fraternal organizations or associations not organized for profit. 

(2) “Sections 5 and 6 of the act of March 3, 1877, as amended (39 U.S. C. 321), 
relative to certain matter sent free through the mails.” A portion of this section 
of the code provides for the free transmission of mail by the officers of the Pan 
American Union. 

(3) “Section 25 of the act of March 8, 1879, as amended (39 U. S. C. 286), and 
subsection (b) of section 2 of the act of October 30, 1951 (89 U. S. C. 289a (b)), 
relating to free-in-county mailing privileges.” The statute provides that all news- 
papers or second-class mail addressed for delivery within the county of publica- 
tion shall be free of postage if not delivered by carrier. 
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(4) “The act of April 27, 1904, as amended (39 U. S. C. 331), relating to free 
postage and reduced postage rates on reading matter and other articles for the 
blind.” ‘This relates to any reading matter containing raised characters sent 
by mail to blind persons. It may be sent free of charge if for loan purposes. 
All other publications, including bibles, periodicals, or similar matter, is sent at 
the rate of 1 cent per pound or fraction thereof. 

(5) “The act of March 4, 1924 (48 Stat. 1359), granting franking privileges to 
Edith Bolling Wilson.” This act authorized the widow of the former President 
to send mail free of charge on her frank. Items 7 and 11 cover similar pro- 
visions of law for Mrs. Grace G. Coolidge and Mrs. Anna Eleanor Roosevelt. 

(6) “The act of February 14, 1929 (39 U.S. C. 336) granting free mailing privi- 
leges to the diplomatic corps of the countries of the Pan American Postal 
Union.” This statute provides that the mail for members of the diplomatic corps 
of the countries of the Pan American Postal Union stationed in the United States 
shall be transmitted free of postage. 

(7) “The act of June 16, 1934 (48 Stat. 1895), granting franking privileges to 
Grace G. Coolidge.” See the explanation covered by item 5. 

(8) “The act of April 15, 1987 (89 U. S. C. 298¢), granting reduced rates to 
publications for use of the blind.” See the explanation given under item 4. 

(9) “The act of June 29, 1940 (39 U. S. C. 321-1), granting free mailing privi- 
leges to the Pan American Sanitary Bureau.” All official mail matter of the 
Pan American Sanitary Bureau is entitled to free transmission under this law. 

(10) “Section 212 of title II of the act of July 1, 1944 (42 U.S. C. 213), re- 
lating to free mailing privileges of certain officers of the Public Health Service.” 
Under item 13 a similar provision is covered for members of the Armed Forces 
in certain areas. The free mailing privileges of the officers of the Public Health 
Service are on the same basis as that of the military. 

(11) ‘The act of May 7, 1945 (59 Stat. 707), granting franking privileges to 
Anna Eleanor Roosevelt.” See explanation given under item 5. 

(12) “Subsection (e) of section 204 of the act of July 3, 1948, as amended (39 
U.S. C. 292a (e)), granting reduced fourth-class postage rates to libraries and 
other organizations or associations, and to films and related material for educa- 
tional use.” Library books receive a special low rate as compared with other 
fourth-class mail. 

(13) “The act of July 12, 1950, as amended (50 U. S. C. app. 891 and 892), 
relating to free mailing privileges of members of the Armed Forces in certain 
areas.” 

(14) “The second and third provisos of subsection (a) of section 2 of the act 
ef October 30, 1951 (39 U. S. C. 289a (a)), granting reduced second-class 
postage rates to certain organizations.” 

(15) “The fifth proviso of section 3 of the act of October 30, 1951 (39 U.S. C. 
290a-1), granting reduced third-class postage rates to certain organizations,” 
This section of the law provides for a special third-class mail rate for matter 
mailed by religious, educational, scientific, philanthropic, agriculture, labor, 
veterans, or fraternal organizations or associations not organized for profit. 
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1956 


POST OFFICE DEPARTMENT ESTIMATES AND APPROPRIATIONS 


Senator Ronerrson. In addition, I should also like to insert at this 


point a tabulation showing estimates and ap 
Office Department from the 80th Congress t 


(The information referred to follows :) 


Post Office Department— 


Appropriation Act 


Estimates and appropriations, 
28, 1954 


Mar. 


Estimate to 
Congress 








80th Cong.: 
Ist sess.: 
Increased Pay Costs Appropriation Act, 
1947. 
First 
1947 


I deficiency Appropriation Act, 


Second Deficiency Appropriation Act, 


1947_. 

Second Urgent Deficiency Appropria- 
tion Act, 1947 . 

Annual Act, 1948_- 

Second Supplemental | 
Act, 1948.. a 

2d sess.: 

First Deficiency Aepeapeaion Act, 
1948. ._- 

Annual Act, 1949_. 


A Apap 


Supplemental Appropri: ation: Act, 1949_- 


1948 
8ist Cong.: 
Ist sess.: 


Second Deficiency Appropriation Act, 


First Deficiency Appropriation Act, 1949. 


Second seemenaned eee Act, 
1949 i 

Annual Act, 1950. 

Third Deficie mcy Appropriation Act, 
1949. 

Supplemental Appropriation Act, 1950-- 





Mar. 


May 
May 


June 
July 


July 
May 
June 


June 


June 


May 


| June 


June 


Oct. 
Oct. 


29, 1947 
1, 1947 
26, 1947 


27, 1947 
1, 1947 


31, 1947 
10, 1948 
14, 1948 
19, 1948 


25, 1948 


24, 1949 


23, 1949 
30, 1949 


10, 1949 
14, 1949 


$176, 642, 400 | 


20, 966, 800 
69, 964, 750 


27, 400, 000 
1, 545, 089, 250 


163, 720, 100 
156, 885, 300 
1, 710, 644, 500 
158, 686, 100 


11, 721, 000 


102, 977, 000 


278, 244, 800 
2, 079, 672, 300 


20, 687, 000 
4, 342, 000 


ropriations for the Post 
1rough the 83d Congress. 


29, 1947 to May 


Amount 
approved 


$176, 642, 400 
20, 575, 700 
69, 163, 100 


27, 280, 000 
1, 531, 661, 050 


75, 608, 500 
139, 186, 600 

1, 696, 452, 325 
57, 875, 500 


11, 721, 000 


102, 977, 000 


253, 416, 600 
2, 054, 210, 500 


20, 301, 000 


4, 342, 000 
44, 265, 000 


Second Supplemental Appropriation 
Act, 1950 Oct. 
2d sess.: 
Deficiency Appropriation Act, 1950 
Annual Act, 1951__-_-_- ‘ 
Supplemental Appropriation “Act, 1951. 
82d Cong.: 
a Ist sess. 
z hird Sapeppeene dashanaaeatanae Act, 
1951 ee 2, 1951 | 
Annual Act, 1952. rr ee . 11,1951 | 
| 
} 





28, 1949 


a2 tat tt feet Pelee oS 


46, 690, 000 


29, 1950 
. 6,1950 
. 27, 1950 


145, 564, 900 
2, 235, 693, 000 
45, 999, 000 


134, 676, 300 
2, 207, 500, 000 
45, 100, 000 


v, 
hy 
z 
z 
es 
3 
é 
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167, 000, 000 


159, 500, 000 
2, 361, 174, 000 | 


2, 340, 800, 000 
2d sess.: 

T hird Supplemental Appngetiten: Act, 
1952 i June 5, 1952 
haan al Act, Asien cais . 

83d Cong.: 
Ist sess.: 
2d sess.: 


432, 536, 000 412, 550, 460 


30, 1952 2,822, 100,000 | 2, 793, 800, 000 


sive RO? 


Annual Act, 1954. __- 
Annual Act, 1955... -. 


» 18, 1953 | 73 | 
y 28,1954 | 304 | 


2, 906, 800, 000 
2, 760, 000, 000 | 


2, 832, 250, 000 
2, 754, 877, 100 


: 


Senator Ronerrson. Is there any further testimony # 

If not, the committee will stand recessed until 2 o’clock Wednesday. 

(Whereupon, at 4: 55 p. m., Monday, March 21, 1955, the committee 
was recessed to be reconvened at 2 p. m., Wednesday, March 23, 1955.) 





12, 400 
5, 700 
33, 100 


10, 000 
1, 050 


8, 500 
6, 600 
2, 325 
5, 500 


1, 000 


7,000 


6, 600 
0, 500 


1, 000 
2, 000 


5, 000 
6, 300 


0; 000 
0, 000 


0, 000 
0,000 


0, 460 
0, 000 


0, 000 
7, 100 


TREASURY AND POST OFFICE APPROPRIATIONS FOR 1956 


WEDNESDAY, MARCH 23, 1955 


Unitep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2:15 p, m., pursuant to notice, in room 
F—-82, the Capitol, Hon. A. Willis Robertson (chairman of the sub- 
committee) presiding. 
Present: Senators Robertson, Hayden, and Dirksen. 


TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 


STATEMENTS OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY; W. RANDOLPH BURGESS, UNDER SECRETARY 
FOR MONETARY AFFAIRS; H. CHAPMAN ROSE, ASSISTANT 
SECRETARY; LAURENCE B. ROBBINS, ASSISTANT SECRETARY; 
EDWARD F. BARTELT, FISCAL ASSISTANT SECRETARY; WIL- 
LIAM W. PARSONS, ADMINISTRATIVE ASSISTANT SECRETARY; 
DAVID W. KENDALL, GENERAL COUNSEL; AND W. L. JOHNSON, 
BUDGET OFFICER, UNITED STATES TREASURY DEPARTMENT 


PREPARED STATEMENT 


Senator Ropertson. The committee will please come to order. 

We are happy to have before us the distinguished Secretary of the 
Treasury. 

Secretary Humpurey. Mr. Chairman, I have a statement to read, 
if I may. 

Senator Roperrson. You may proceed. 

Secretary Humpurey. Mr. Chairman and members of the Treasury 
Subcommittee on Appropriation, I am glad to have this opportunity 
to consult with you on the Treasury’s appropriation requirements 
for the fiscal year 1956. 

The President in his recent state of the Union and budget messages 
to the Congress made it clear that efficiency and economy in govern- 
ment continue to be a major objective of the administration. Ex- 
penditure control is an essential part of effective budget management. 
And effective budget management, in turn, is absolutely fundamental 
to sound finance and the future strength and power of our economy. 

As you know, in the past 2 years the Executive and the Congress, 
working together, have made substantial cuts in Government spending 
programs. The President’s 1956 budget calls for a further billion- 
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dollar reduction in the coming fiscal year. Together, these reductions 
total a $12 billion cut in Federal spending from the 1953 level. 

Chairman Haypen. Mr. Chairman, does that mean that you have 
pared the actual outgo from the Treasury in 1953 and the actual 
outgo from the Treasury in the present year and there is a difference 
of $12 billion? 


DISCUSSION OF REDUCTION 


Secretary Humpurey. | think that the $12 billion is the cut in the 
budgeted expenditures. It is the difference between the amount 
actually expended in the fiscal year 1953, and the estimated expendi- 
tures in fiscal 1956. 

Chairman Haypren. We have a budget, but we do not always 
expend as much as the budget provides for. 

Secretary Humpurey. You want to know whether this is on a 
cash basis or the administrative budget? 

Chairman Haypren. Whether it is the difference between the cash 
outgo? 

Secretary Humpurey. It is the difference between the budget 
expenditure of $74 billion in 1953 and the estimated expenditure of 
$62 billion in 1956. 

Chairman Haypen. That might be the difference between how 
much was paid out in 1953 and how much was paid out in 1956. 

Secretary Humpurey. Yes; it is the expenditure on the administra- 
tive budget basis. 

Obviously, as the hard core of expenditures is approached, it be- 
comes increasingly difficult to make further large cuts. This is 
particularly true in periods such as the present, when around two- 
thirds of our total spending is for national security. We are getting 
more defense for less money, but we must do our paring carefully 
whenever our security is involved. 

Cuts in Federal spending enabled us to come over two-thirds of the 
way toward a balanced budget in fiscal 1954. Without any reduc- 
tions in taxes this past year we would have been able to show a 
balanced budget in the current fiscal year. But it was important 
that part of our Federal expenditure savings be given back to the 
people to spend for themselves. This helped make the transition to 
lower levels of Government spending, by providing money to make 
jobs on the civilian side of the economy. 

Nevertheless, the budget is under better control today than it bas 
been in many years. The Federal deficit in the coming fiscal year is 
expected to be the lowest in 5 years. 

Our budget policies, our tax policies, and our debt management 
policies have all contributed to the maintenance of a sound and 
prospe rous ec onomy. 

Our future success in maintaining price stability and encouraging 
sound economic growth will likewise depend to a large degree on 
continued efficiency and economy in government, a logic al tax system, 
effective monetary and credit policy, and careful management of the 
public debt. 

The Treasury appropriation requests we are presenting to you today 
reflect. the efforts of every office and bureau in the De partment to 


‘carry out their essential workloads at a minimum of cost to the 
taxpayers. 
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ONS SUMMARY TABLE OF APPROPRIATIONS 


Ave I have here a summary table which shows the annual appropriations 
ual for the Treasury Department for the fiscal year 1955 and the estimated 
nce requirements for the fiscal year 1956. You may wish to insert it in 
the record. 
Senator Ropertrson. It will be so inserted, sit 
(The table above referred to follows: ) 


Annual appropriations for Treasury Department for 1955 and estimated requirements 
for 1956 


[Millions of dollars] 


Increase (+) 


19455 appro 1956 esti 
or decrense 


Description 
; tO priations mates 


A. Regular annual appropriations for operating the Treasury 
(1) Colleeting the revenue 
Internal Revenue Service 
Bureau of Customs 
Fiscal service 
Bureau of Accounts 
Bureau of the Public Debt 
Office of the Treasurer, United States 
Coin: Bureau of the Mint 
Other bureaus: 
U.S. Coast Guard 
Bureau of Nareotics 
U.S. Seeret Service 
Administrative Offices of the Secretary 


Subtotal, regular annual appropriations for 
operating the Treasury 


i. Limitation accounts: (1) Office of Production and Defense 
Lending 


Subtotal, regular annual appropriations and limita- | 
tion accounts . 


€. Permanent appropriations 

(1) Interest on the public debt 

(2) Publie debt retirements payable from ordinary 
receipts and other statutory requirement 

(3) Refund of moneys erroneously received and 
covered 

(4) Interest on uninvested trust funds 

(5) Payment to unemployment trust fund 

(6) Refunds and drawbacks, customs 

(7) Refunding internal revenue collections 

(8) Refunding internal revenue collections, interest 

(9) Contributions for annuity benefits, White House 
Police and Secret Service forces 

(10) All other 


Subtotal, permanent appropriations 


Total, general, limitation and special accounts 
Trust accounts 


Grand total 


Secretary Humpnrey. As you know, the budget estimates for the 
Treasury Department appear in two main categories—one, the esti- 
mates of appropriations for the regular annual operating requirements 
of the Department, and, two, the estimates for permanent appropria- 
tions. It is only in connection with the former that we exercise 
administrative control. The permanent appropriations are be — 
our reach since their requirements are determined by statute or by 
other types of fixed commitments. 
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APPROPRIATION ESTIMATES 


The estimates for permanent appropriations, other than trust 
accounts, amount to $10,495.6 million for the fiscal year 1956. The 
principal items are interest on the public debt, $6,300 million; refund- 
ing internal revenue collections and customs duties, $3,465.4 million; 
transfers to Government trust funds, $8,518.9 million. 

The original estimates as given in the President’s budget message 
for the regular annual Treasury appropriations for the fiscal year 1956 
totaled $606.6 million, including the amounts authorized for adminis- 
trative expenses for the activities formerly carried on by the Recon- 
struction Finance Corporation. This represented a net increase of 
$12.2 million over the amounts provided for the fiscal year 1955 
The increase requested was primarily for a program of further 
strengthening enforcement of the tax laws by the Internal Revenue 
Service. The total of the original estimates for 1956 was $31,435,000 
under the amount appropriated for the fiscal year 1954, and $64,- 
115,000 below the appropriations for 1953. 


HOUSE ACTION 


On March 15, 1955, the House passed H. R. 4876 making appropria- 
tions for the Treasury Department for the fiscal year 1956. This bill 
authorized a total of $598,018,000 for the regular annual appropria- 
tions including the authorizations for the administrative expenses for 
the Federal Facilities Corporation and the Reconstruction Finance 
Corporation. This represents a net reduction of $8,630,000 below 
the amounts requested in the President’s budget. 

Of this reduction, $30,000 would affect the Assistant Secretary posi- 
tion created last year and its supporting staff which is in my own office; 
$7,500,000 is in the estimates for the Internal Revenue Service; and 
$50,000 relates to the costs of servicing civil defense loans under sec- 
tion 409 of the Federal Civil Defense Act. 

With reference to these three items, I wish to request that the 
amounts which the House struck out be restored by this committee, 
and to explain briefly the importance of the request. 

The remaining House reductions range in amounts from $100,000 to 
$500,000 and are spread among several different appropriations. In 
these cases, we are willing to abide by the decisions of the House and 
we will do our best to work out ways and means of carrying out the 
programs concerned within the limits of the amounts approved by the 
House. 
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RESTORATION REQUESTED 


I request that your committee restore to our appropriations the 
amount of $30,000 for the office of an Assistant Secretary. Elimina- 
tion of this position as proposed in the House bill would create a very 
serious administrative problem in the Office of the Secretary of the 
Treasury, jeopardize the RFC liquidation program, and cost the 
Government directly and indirectly much more than the amount 
which would theoretically be saved. 

The Assistant Secretary in question administers all the programs 
formerly handled by RFC except for the loans which were trans- 
ferred to other agencies on June 30, 1954. These activities include 
the synthetic rubber and tin programs now in the Federal Facilities 
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Corporation, the civil defense and defense production loan programs 
now in the Defense Lending Division of the Treasury Department, 
and the continuing liquidation of the RFC. 

The Congress has not yet determined the future of the synthetic 
rubber and tin programs. If the rubber plants are sold, there is a 
cleanup job in final accounting, and so forth, which will take some 
time, and in addition it is assumed that Federal Facilities Corpora- 
tion will have the continuing responsibility for maintenance of plants 
kept in standby condition, for the handling of purchase money obliga- 
tions and mortgages acquired in the sale of the plants, and for the 
policing of national security requirements in the contracts of sale. 

When Congress terminated RFC lending authority in 1953, the 
Corporation’s portfolio of loans, securities, and commitments, exclud- 
ing those later transferred to other agencies, amounted to $591 million. 

Under an aggressive program which was initiated to sell every 
possible loan to private financial institutions or to arrange for refinanc- 
ing, the portfolio has been reduced by about $345 million. In addi- 
tion to the $246 million remaining in the RFC portfolio, there is 
approximately $227 million outstanding in defense production loans 
and commitments. 

The Assistant Secretary directs the continuation of the disposal 
program, of which the defense production loans and commitments, 
although separate from RFC, are an integral and important part. 


FUNDS AVAILABLE THROUGH LIQUIDATION 


It is estimated in the budget that $355 million will be made avail- 
able to the Treasury from the sale or liquidation of RFC and defense 


production loans and other assets, in fiscal 1955 and fiscal 1956, 
This is not automatic but is the estimated result of the continuation 
of an aggressive program of administration, negotiation, and hard 
work, 

In the present total of approximately $473 million of RFC and 
defense production portfolios combined, $371 million is concentrated 
in 29 large loans ranging in size from $1 million to $94 million, Dis- 
posal or refinancing of such loans cannot be quickly or easily accom- 
plished. They require constant attention, and eee and extensive 
negotiations on a high level by an officer of the Government whose 
position and authority are recognized. 

Senator Dirksen. Mr. Secretary, what would you do about the 
distribution of these facilities if the Assistant Secretary’s Office were 
abolished? 

Secretary Humpurey. I do not know just what we would do, 
Senator. I think we would be seriously crippled. I think this must 
have been just misunderstood in the House. We have to have some- 
body of stature to administer amounts of this kind and loans of this 
kind and if we are not provided with the necessary position to have 
an official to take on this work, I do not know what we would do. 
It never was contemplated that we would not have it. 

When the RFC was turned over to the Treasury to liquidate, it was 
contemplated that the Treasury would have an appropriate officer 
for the purpose. I think this must be a misunderstanding of some 
kind. 


Senator Dirksen. You cannot let it hang in thin air. 
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Secretary Humpnrey. You have these things that have to be looked 
after, and from my point of view it would be the height of folly to not 
have this amount of money properly looked after and to fail to have 
the renewals and payments and various things negotiated and handled 
by a man of experience and capability who ‘knew what he was doing. 
It would be unwise for the Government not to look after these assets. 

Senator Dirksen. If you had to allot those to other divisions and 
bureaus in the Treasury it would occur to me that probably the $30,000 
would all be expended and perhaps more. 

Secretary Humpurey. Much more so and not only that but they 
would not be properly looked after. The $30,000 is a very small 
percentage of the total involved here. 


OTHER RESPONSIBILITIES 


There are various other important responsibilities assigned to the 
Assistant Secretary. One is continued attention to the servic ‘ing of 
smaller RFC loans taken over by private banks from the RFC loan 
pool. Liquidation of loans in the pool has progressed satisfactorily, 
but there are still about 1,800 loans handled by 900 servicing banks. 
‘These banks look to the Assistant Secretary for assistance on questions 
that arise in the pool operation. 

Senator DirksrEN. What do you foresee by way of complete liqui- 
dation of those RFC liquidations, sir? 

Secretary Humpnrey. It is difficult to tell. You almost have to 
go a year at a time to see how it develops. Last year there was a 
very satisfactory liquidation. Of course, as you get nearer the bottom 
of the pool it gets harder. We anticipate a zood liquidation this year 
but, as I say, the farther you go the more “difficult it gets. Where 
the point would come that you would handle it in some other way, 
I donot know. ‘The only thing to do, I think, is to be guided by exper- 
ience and take it a year at a time, as you progress and see where you 
fo. 

The Assistant Secretary also occupies the positions of chief executive 
officer in both FFC and RFC, and administers directly the day-to-day 
operations of both corporations. ‘To provide otherwise for the direc- 
tion of these activities might well result in a greater cost to the 
Government. 

Still another duty of the Assistant Secretary is to act in the Secre- 
tary’s stead as a member of the Loan Policy Board of the Small 
Business Administration. 

In my judgment restoration by this committee of the $30,000 esti- 
mate for the Office of the Assistant Secretary in question is necessary 
to safeguard the public interest in the very important matters which 
this Treasury officer supervises. 


INTERNAL REVENUE SERVICE 


With respect to the Internal Revenue Service, the House approved 
a reduction of $7.5 million in the estimate of $286 million requested for 
1956. An analysis of the House report leads me to believe that we did 
not make clear to the House Appropriations Committee some very 
important accomplishments of the Internal Revenue Service, with the 
unfortunate result that the committee reached a conclusion that there 
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had not been adequate and proper utilization of the funds provided 
last year for expansion of the auditing work. 

Funds were requested in our 1955 regular and supplemental budgets 
for 1,445 revenue agents, but the funds actually appropriated pro- 
vided for only 1,062 additional auditing jobs. We have employed or 
are in process of completing the employment of all personnel provided 
by these funds. When Commissioner Andrews appears before you 
he will explain the situation in detail to you. 

In the meantime, I should like to point out to you that there has 
been tremendous improvement in the operations of the Revenue 
Service, particularly in the enforcement area where the additional 
personnel are being utilized. 


INCREASE IN RETURNS EXAMINED 


For instance, for the 7 months ended January 31, 1955, the number 
of returns examined was 15 percent greater than for the same period 
last year and the additional assessments resulting from the examina- 
tion activities during this improved period were $144 million greater 

This improvement has been progressive since last July. For 
instance, in the month of January the number of examinations was 
50 percent greater than the number made in January of last year. 

The increase of $144 million in additional assessments, due to in- 
creased audit activity during the 7 months ended January 31 of this 
year, was at an annual rate approximately equal to the entire annual 
cost of operating the Internal Revenue Service. 

[t is not beyond the realm of possibility that the Service might pay 
its way this year completely out of the results of greater efficiency. 
However, I do not promise this, because the taxpayer assistance 
program, which is greater this year than usual on account of the new 
tax code, is costing us a lot of money in out-of-pocket expenses and in 
loss of revenue that we could not get to because the people working 
on the assistance program could not do two things at the same time. 

However, there is not any doubt in our minds about the need for 
additional enforcement personnel; nor is there any doubt about our 
ability to find this additional personnel. We are still a long way from 
the limit to the amount of manpower that we can use profitably. 
The fiscal necessities of the Government demand that we continue to 
increase our examination force until that limit is reached. The 
increases in enforcement personnel pay off is at the rate of at least 
$20 to $1. In other words, for every dollar we spend we collect $20 
that we otherwise would not get 

Under the circumstances, I am 1 compelled to ask that the reduction 
of $7.5 million imposed by the House in this estimate be restored, 
and that the estimate of $286 million be approved in the full amount 
of the request. 

The third item to which exception to the House action is taken 
relates to the deletion of the administrative expense limitation of 
$50,000 for the servicing of loans under section 409 of the Federal 

Civil Defense Act of 1950. As you know, this act provides for a 
lending program to aid in the financing of projects for civil-defense 
purposes. All loans require the certification of the Federal Civil 
Defense Administrator. 





=I 
z) 
e 
eas 
*: 


. 
= 


RSITY 
wee se 


74 TREASURY AND POST OFFICE APPROPRIATIONS, 1956 


This loan program originally was administered by the Reconstruc- 
tion Finance Corporation. However, the RFC Liquidation Act pro- 
vided that all functions of RFC under the Federal Civil Defense Act 
be transferred to the Secretary of the Treasury, effective September 28, 
1953. 

LOAN PROGRAM 


The program was established as a corporate-type activity, and 
annual requests have been made in the budget for a limitation on 
the amount of available funds which could be used for administrative 
purposes. The amount of the limitation requested for fiscal year 1956 
was $50,000. The House Committee on Appropriations eliminated 
this item from the bill you are now considering, and recommended 
the elimination of the entire civil-defense loan program. 

I have received a letter from the Federal Civil Defense Adminis- 
trator in which he recommends continuation of the program. In this 
letter it is pointed out that the program can be used to finance self- 
liquidating shelters and other protective features of essential con- 
struction which would serve a vital civil-defense purpose. Further- 
more, it is stated that evaluation of recent developments relating to 
radioactive fallout indicates a need for a shelter-construction program 
in certain areas under the evacuation policy of the Civil Defense 
Administration. 

The recommendations made by the Federal Civil Defense Admin- 
istrator are endorsed by the Bureau of the Budget and conform with 
the President’s budget plans. I have with me the letter received 
from the Federal Civil Defense Administrator, and it may be inserted 
in the record if you so desire, Mr. Chairman. 

Senator Rosperrson. Would you like to have it inserted in the 
record? 

Secretary Humpurey. I have the letter and would suggest that it 
go into the record. It explains fully his position with respect to this 
matter and relates to many matters of which I have no personal 
knowledge. 

Senator Ronertson§ It may be included. 

(The information referred to above follows:) 

NaTIONAL OrrFicre, FepERAL Crvit DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., March 18, 1956. 
Hon. Georce M. Humpnrey, 
Secretary of the Treasury, 
Washington 25, D. C. 

Dear Mr. Secretary: This is with reference to the action on the part of the 
Committee on Appropriations of the House of Representatives, on House Report 
No. 204, to eliminate from the Treasury-Post Office and Tax Court Appropriation 
bill the administrative expense item for civil-defense loans to the Defense Lending 
Division of the Department of Treasury. The authorization is for an administra- 
tive expense limitation under the lending authority of section 409 of the Federal 
Civil Defense Act of 1950 (64 Stat. 1257). 

The fiscal year 1955 appropriation for administering this authority carried an 
administrative expense limitation of $50,000, and the same request was submitted 
to the Congress in the above mentioned appropriation bill. We understand that 
the elimination ot this item from the Treasury-Post Office and Tax Court appro- 
vriation bill will prohibit the administering of the authority contained in section 
409 of the Federal Civil Defense Act of 1950 by the Defense Lending Division of 
the Department of the Treasury. 

The Federal Civil Defense Administration recommends against the elimination 
of funds to administer the authority of section 409 of Public Law 920, 81st Con- 
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gress. The committee’s recommendation for the discontinuance of the administra- 
tive expense limitation is based on the premise that to date there have been com- 
mitments made under this authority (64 Stat. 1257) only to the extent of approxi- 
mately $74 million, and that this has been confined to the erection of hospitals. 
Further, that since the program has been so little used since its inception in 1951, 
and then only to duplicate or augment the Hill-Burton hospital construction 
program, the committee would therefore recommend its discontinuance. 

The lending authority of section 409 was not intended, nor do we believe it 
to be a duplication of the Hill-Burton hospital-construction program. It may 
be possible for a public or quasi-public body eligible for a Hill-Burton grant 
under the terms of Public Law 380, 81st Congress, to obtain a supplemental loan 
for protective construction to be incorporated in a hospital being erected under 
the Hill-Burton provisions. However, such a loan would be only supplemental 
to Hill-Burton financing and would be based on the civil-defense features of the 
hospital. 

Public Law 380, 8lst Congress, provides for Federal grants to States, to be 
used to pay from one-third to two-thirds of the cost of constructing public or 
quasi-public hospitals. The construction of hospitals under the Hill-Burton 
provisions bears no necessary relationship to the civil defense features of either 
public, quasi-public, private profitmaking, or income producing hospitals. 

While the Federal Civil Defense Administration can not enter into a discussion 
or estimate of the amount needed for administering the program, we earnestly 
recommend continuation of the authorization to administer the authority. The 
purpose of the authorization in section 409 of the Federal Civil Defense Act of 
1950 (64 Stat. 1257) was neither confined to nor directed at the construction of 
hospitals. Section 409 is an authorization to permit, among other things, the 
financing of self-liquidating shelters and other protective features of essential 
construction which would serve a vital civil defense purpose. 

Evaluation of recent developments relating to radioactive fallout tends to 
indicate a need for a shelter-construction program in certain areas under our 
evacuation policy. 

In view of the foregoing, and the increasing requirement for the protection of 
personnel being evacuated and other personnel protection problems from radio- 
active fallout, the Federal Civil Defense Administration urges that the admin- 
istrative expense limitation to administer the lending authority of section 409 
of the Federal Civil Defense Act of 1950 be restored. 

Sincerely, 
VAL PETERSON. 
AUTHORITY TO MAKE LOANS 


Secretary Humpurey. While the appropriation bill now before you 
does not make specific provisions for eliminating the authority to make 
civil-defense loans, the action taken by the House in not providing a 
limitation on administrative expenses has that effect. 

Whether or not the authority to make new loans is continued, we 
still have to face the problem of administering those loans which al- 
ready have been authorized. The only funds which can be used for 
this purpose are those available under the program. For these 
reasons, I request that the language to provide for a limitation on the 
use of the civil-defense loan program funds for administrative purposes 
be restored. 

Mr. Chairman, I believe that concludes the general observations 
I wanted to make at this time. I have here a statement which 
you may wish to insert in the record at this point containing a brief 
explanation of the proposed budget programs in each of the various 
bureaus which you may find useful and informative. 

Senator Ropertson. Without objection that statement will be 
included. 

(The statement referred to follows:) 
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STATEMENT OF BupGEtT ProGcrams As CONTAINED IN PRESIDENT’S BUDGET FOR 
FiscaL YEAR 1956 


INTERNAL REVENUE SERVICE 


In general, the budget estimate of $286 million requested for 1956, which 
represents an increase of about $12.3 million over the appropriation for the current 
fiscal year, contemplates a projection of the program of adding about 1,000 new 
revenue agents and providing necessary clerical and other supporting costs for 
another year. 

Reorganization of the Service has now been substantially completed. Resulting 
advantages are already becoming apparent through increased revenue collections 
from enforcement effort, increased prosecutions recommended, increased numbers 
of returns being examined, and reduction in backlogs of unsettled tax cases. The 
problem of overdue tax accounts has yet to be satisfactorily solved; however, 
attention is being directed to its solution. All in all, we are well pleased with 
the achievements of the Service which, despite the many changes that were made 
during the fiscal year 1954, collected more revenue in that year than ia any prior 
fiscal year in the history of the Nation. 


BUREAU OF CUSTOMS 


The 1956 estimate for the Bureau of Customs is $41.2 million, an increase of 
$1,203,700 over the current year appropriation. Of this total increase, $719,000, 
or 60 percent, is to finance the fringe benefits under Public Law No. 763. Major 
among these costs is the conversion of certain CPC positions to prevailing wage 
rates, and the new uniform allowance provisions. The remainder of the increase 
will finance additional mail examination, particularly in connection with the 
control of propaganda material, additional overseas staff for value investigations, 
the reclassification of certain enforcement positions, and essential equipment 
replacements. In all, these increases will make it possible for Customs’ limited 
staff to cope more efficiently with the tremendous workload volumes which it 
faces. 

During the past year, much noteworthy progress has been made in eliminating 
difficulties of importers and others in processing goods through customs, and in 
facilitating customs procedures for travelers. Liquidation backlogs have been 
substantially reduced; required documentation for customs purposes has been 
simplified; and several significant aids to travelers have been placed in effect. 


BUREAU OF ACCOUNTS 


The estimates for the administrative expenses of the Bureau of Accounts’ 
including the appropriation for the Division of Disbursement, total $18.2 million 
which represents an increase of approximately $0.8 million over the appropriation 
of $17.4 million for 1955. The Bureau is requesting an increase of $51,300 to 
improve the functions and operations of: (1) the central accounting and reporting 
operations; (2) the depositary work; and (3) the internal audit program. In 
addition, an increase of $725,000 is required to process over 17 million additional 
check payments. The increased work volume in check payments for the most 
part: represents additional social-security benefits resulting from the social-security 
amendments of 1954. 

During the last fiscal year, the average cost of making payments, exclusive of 
postage, was slightly less than 5 cents, the lowest cost in the history of the Division 
of Disbursement. 

BUREAU OF THE PUBLIC DEBT 


The estimate for the Bureau of the Public Debt is $44.7 million, including the 
sum of $4,894,000 for the United States Savings Bonds Division, a decrease of 
$297,300 under the amount appropriated for the Bureau for fiscal year 1955. 

With respect to the savings-bonds program, we are glad to be able to report 
that the cash sales are the best in 9 years and the net sales, that is, the excess of 
cash sales over redemptions, are the highest in 5 years. The series EK and H bond 
holdings reached an alltime peak of $38.2 billion in cash value in the hands of over 
40 million of our citizens. 

Through the savings-bonds program many people, for the first time in their 
lives, have become systematic and substantial savers. It is a national thrift pro- 
gram which has paid impressive dividends in helping to keep our economy healthy 
and strong. 
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With the active support of the many thousands of patriotic, public-spirited 
volunteers who give the Treasury their time, their energy, and their influence to 
sell savings bonds we proposed to continue this program at the same high level 
djuring the fiscal year 1956. 

In the other phases of the work in this Bureau, it was necessary, during the 
current year, to discontinue temporarily work in two savings-bond operations and 
to decrease certain supply inventories below normal in order to maintain obliga- 
tions within the appropriation available. Funds have been requested in 1956 to 
permit the resumption of only one of the suspended operations and to make only 
necessary purchases at use levels. 

The Bureau has recently effected a significant procedural change involving 
the processing of retired savings bonds. We expect that savings resulting from 
this change will reach about $800,000 a year. This has been taken into considera- 
tion in developing the estimate for 1956 of $44.7 million. 

We are continuing to show a decrease in employment under this appropriation 
in 1956. While the decrease is moderate in 1956 compared with 1955, the estimate 
of 3,812 average positions in 1956 is 100 fewer than were used in 1954 and 600 
fewer than in 1953. Notwithstanding this decrease, it will continue to be our 
objective in 1956 to furnish the holders of Government securities with prompt 
and satisfactory service. We believe this can be accomplished within the amount 
requested, unless unforeseen circumstances should occur which would materially 
increase the volume of security issues or retirements which the Bureau of Public 
Debt is required to process. 


OFFICE OF THE TREASURER OF UNITED STATES 


The Office of the Treasurer of the United States is requesting for 1956 the sum 
of $15.5 million which is essentially the same as the amount appropriated for the 
current fiscal year. Nearly $10.5 million, or approximately 68 percent of the 
total amount of the estimate, is required for the purchase and shipment of United 
States paper currency so that administrative control over the total requirements 
for this office is confined pretty much to the remaining 32 percent of the appro- 
priation. 

The estimate for 1956 makes no allowance for an estimated net increase in work- 
load of approximately 10.7 million checks due principally to the expansion in 
social-security benefit payments, nor does it take into consideration additional 
requirements of approximately $25,000 for fringe benefits. The task that has 
been’ cut out for us here is to intensify our research for still further management 
improvements to absorb these additional requirements. 


BUREAU OF ENGRAVING AND PRINTING 


No appropriation is requested for the Bureau of Engraving and Printing for 
the fiscal vear 1956, since the Bureau conducts all of its operations on a com- 
pletely reimbursable basis, as authorized by Congress in 1950. 

It is anticipated that the Bureau’s work program for the fiscal year 1956 will 
be substantially the same as that for the current year. However, with further 
reductions being realized in production costs as the result of completing the 
first phase of the Bureau’s overall modernization program, the value of the work 
program for 1956 is estimated at $27,088,000 as compared with $27,939,000 for 
1955. 

Recently, the Bureau embarked on the second phase of its overall moderniza- 
tion program with one of the main objectives being the development of suitable 
equipment to allow the printing of currency 32 subjects to a sheet instead of 18. 
It is anticipated that this program will effect further economies in its operations. 

As a result of the theft of finished currency by a Bureau emplovee in December 
1953, the Chief of the United States Secret Service was directed to make a thorough 
and comprehensive survey of the security system employed throughout the plant. 
This study has been completed and a considerable number of recommendations 
have been made to provide for strengthening security at the Bureau. Many of 
these recommendations have already been put into practice and others are still 
in the process of evaluation to determine whether the increased security obtained 
through their adoption warrants the expenditure of the funds involved. 


BUREAU OF THE MINT 


The estimate for the Bureau of the Mint for fiseal 1956 is $3.65 million. 
This is $738,000 less than the amount appropriated for fiscal 1955, and contem- 
plates closing the Seattle Assay Office, discontinuing coinage operations at the 
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San Francisco Mint, and curtailing refinery operations. Coinage production is 
estimated at 830 million coins in fiscal 1956 as against a planned production of 
1,116 million for the current fiscal year. 
The Bureau’s program of expenditures for fiscal 1956 seems to us to be con- 
servative. 
UNITED STATES COAST GUARD 


The estimates for the Coast Guard for 1956 total $185,475,000 and contemplate 
substantially the same level of operations in 1956 as was provided for in 1955. 
The 1956 estimates represent an increase of $510,700 over the 1955 appropriations 
totaling $184,964,300. Necessary provision has been made for replacement of 
three of the overage seaplanes, normal additions to the retired list and improve- 
ment in the program of training Coast Guard reservists. However, a reduction of 
$1,809,300 has been made in operating expenses of the Coast Guard from the 
corresponding appropriation of 1955. 

Funds for the ocean weather station program have again been omitted from 
Treasury estimates since the Coast Guard is carrying out this operation for the 
Department of Defense on a reimbursable basis. 


BUREAU OF NARCOTICS 


The estimate for the Bureau of Narcotics for 1956 is $2,990,000 or $220,000 over 
the appropriation for the current year. Of this increase, it is estimated that 
$183,400 will be required to put into effect the new premium pay in lieu of overtime 
provisions of the fringe benefits bill. The remaining $36,000 is to be used primarily 
to meet increasing costs of automobile storage and repair and to increase the 
funds for awards to informers. No change is contemplated in the size of the force 
engaged in the continuing fight against this detestable foe. 


UNITED STATES SECRET SERVICE 


For the Secret Service, we are requesting appropriations of $4,028,000, an 
increase of $348,000 over the 1955 appropriations. 

The larger part of the increase is for the projection to a full-year basis of the 
salary and related expenses of agents, field clerks and White House Police, pro- 
vided by the supplemental appropriation act of 1955 for a part of the year, and 
for premium compensation for overtime required to be paid agents under the 
provisions of the fringe benefits bill. 

There has been no appreciable reduction in counterfeiting cases since 1951. How- 
ever, there has been a considerable reduction in the amount of counterfeit money 
in circulation. This is attributable to the successful efforts by Secret Service 
Agents to discover counterfeiters and the seizure of counterfeiting plants before 
the money could be placed in circulation. 

The fraudulent negotiation of Government checks has increased during the 
past year, partially due to the large increase in the number of checks paid. 

The funds requested in the estimate for 1956 will aid materially in reducing the 
current backlog of cases pending investigation and further assure the necessary 
protection for the President and the White House. 


OFFICE OF PRODUCTION AND DEFENSE LENDING 


Under the provisions of the RFC Liquidation Act and Reorganization Plan 
No. 2 of 1954, the Secretary of the Treasury was given responsibility for admin- 
istering the Federal Facilities Corporation, the liquidation of the RFC, and the 
lending programs conducted under title III of the Defense Production Act and 
section 409 of the Federal Civil Defense Act. These various activities were 
brought together in a new Office of Production and Defense Lending under the 
direction of Assistant Secretary Robbins. 

The limitations or maximum amounts requested for these activities in 1956 
total $2,250,000, a reduction of $2,239,000 from the total of $4,489,000 for the 
fiscal year 1955. 

The Federal Facilities Corporation has been conducting the Government’s 
program for the production and sale of synthetic rubber and refined tin. The 
1956 budgets for these activities are primarily limited to cleanup activities, since 
it is anticipated that the synthetic-rubber producing facilities will soon be sold 
to private interests, and that production of tin will be discontinued at the close of 
the current fiscal year. 
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The liquidation of RFC is being carried out as expeditiously as possible under 
the general policy of securing the highest possible return on the funds invested 
in RFC assets without creating undue hardships for those indebted to the Corpora- 
tion. The budget for the liquidation of RFC anticipates total budgetary receipts 
of more than $110 million in each of fiscal years 1955 and 1956. It is estimated 
thet the Government’s investment in RFC programs will have been reduced to 

$91 million by the close of fiscal year 1956. Of that investment, $66 million will 
be the assets acquired under RFC’s lending program, and the balance in assets 
remaining from liquidation of World War II programs. 

The programs for defense production and civil defense lending are being carried 
on at the minimum levels required under present international and military con- 
ditions. Loans previously made under these programs are being placed in the 
hands of private financial institutions as rapidly as possible. 


ADMINISTRATIVE OFFICES OF THF SECRETARY 


The estimate for 1956 for the Administrative Offices of the Secretary of $2,- 
680,000 will provide an increase of $80,000 over the current year’s appropriation 
to cover the salary of the newly created position of Assistant Secretary and to 
provide necessary clerical staffs for the Offices of the Under Secretary for Mone- 
tary Affairs and the Assistant Secretary. The increases will also cover additional 
requirements imposed by the fringe-benefits bill for the conversion of CPC grades 
to wage-board classifications. 


Senator Ropertson. The Chair recognizes the Senator from Ari- 
zona, Mr. Hayden. 
Chairman Haypen. I have asked my one question. 
Senator Rospertson. I am pleased that you are so well satisfied 
with the presentation of this cause. 
The Chair recognizes the Senator from Illinois, Mr. Dirksen. 


LOANS OUTSTANDING 


Senator Dirksen. Mr. Secretary, do you know what the total value 
is of the civil-defense loans outstanding? Does that letter indicate? 

Secretary HumpHrey. Mr. Robbins will answer that. 

Mr. Rossins. The loans outstanding are $2,344,000. There are 
commitments for direct loans of a little less than $3 million and 
commitments for deferred participations of $2 million. 

Secretary Humpurey. It might be interesting for you to know just 
what these are. The Forrest S. Chilton 3d Memorial Hospital in 
New Jersey; the Forest Hills Foundation in New York; the Guernsey 
Memorial Hosptial in Ohio, the North Shore Hospital in New York; 
the Clara Maass Memorial Hospital i in New Jersey; the North Adams 
Hospital in Massachusetts; the Pascack Valley Hospital in New Jersey; 
the Beth Israel Hospital Association in New Jersey ; and the Englewood 
Hospital Association in New Jersey. Those are all hospital loans. 

Senator Dirksen. Is it proposed to insert in the record a sort of 
breakdown of the general situation with respect to the RFC picture 
at the present time? 

Secretary Humpurey. We can give you any breakdown that you 
would like. 

Senator Dirksen. We would like a sort of general summary of what 
has been disposed of, loans still on hand and general types. 

Secretary Humpurey. We will be glad to show what it was at the 
beginning of the period and what is now on hand. We will be glad to 
do that. 

(The information referred to follows:) 
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RFC loans, securities, and commitments liquidated, Sept. 28, 1953, through 
Dec. 31, 1954 


Amount (in 


Number | thousands) 








Business loans and securities: 










Loans sold outright wil _ 78 | $17, 228 
Securities of business enterprises sold _- $ 2 | 25, 292 
Loans sold subject to deferred participation 94 | 21, 154 
Loans prepaid through refinancing six months or more before maturity 249 | 18, 326 
Loans prepaid in full by borrowers six months or more before maturity 293 | 4, 335 
Loans transferred to Loan Pool.. 2, 848 73, 243 
Loans paid in full according to agreed terms and reductions by normal 

repayments 256 | ! 58, 400 
Cancellation of commitments 42 | 9, 835 
Reductions through foreclosure proceedings, ete 34 | 14, O87 
















Total reduction in business loans, securities, and commitments 3, 996 | 232, 800 
Less: RFC retained interest in Loan Pool | 26, 200 












Net reduction in business loans, securities, and commitments 


206, 600 


Other securities sold and retired 


Financial institutions 26 | ' 25, 000 
Railroads :‘ 3 | 173, 700 
Publie agencies 145 | 1 39, 300 
Reduction in other securities ‘ 174 | 138, 000 
lotal reduction 4,170 | 344, 600 


' Includes amounts representing partial retirements, ete. Corresponding figures in the ‘‘Numbe-’’ 
column refer only to loans and securities fully retired, 


Loans, securities, and commitments to be liquidated 


{Dollar amounts in millions] 


Outstanding 


Estimated 
dike a reduction ! 
As of Dee. 31, 1954 merenaten sem 30, 


Number | Amount | Number | Amount | Number | Amount 


RFC (in liquidation): 


OF MICHIGAN LIBRARIES 











Loans to business enterprises: 
RFC portfolio 632 $162.7 365 | $33. 0 267 | $129. 7 
RFC equity, loan pool_-.-. 26. 2 15.0 11.2 
632 188. 9 365 48.0 | 267 140.9 
4 Railroad loans and securities ll 10. 1 10 9.9 1 | 0.2 
s Preferred stock of banks and trust 
tr companies 5 20.5 2 5.0 3 15.5 
al Securities of public agencies. -- 143 27.3 135 8. 5 | 8 18.8 
= Total, RFC mm | 2468/ siz} 71.4| —279| 175.4 
Defense Lending Division: 
Loans under sec. 302, DPA-_- 96 229. 0 | 50 124. 4 46 104. 6 
Civil defense loans-_--_-- 7 5.4 11 9.0 | (4)| (3. 6) 
Total, Defense Lending Division -.. 103 234.4 61 133. 4 | 42 101.0 
Grand total.......... SU4 481.2 573 204. 8 321 | 276. 4 


! Estimated reduction contingent upon successful negotiations to refinance large loans. 


RFC loan pool 


} Amount (in 


Number | “ millions) 









Loans transferred to pool, Mar. 1, 1954 2, 848 | $73.2 
Outstanding, Dec. 31, 1954 ‘ 1, 937 44.3 
Net reduction to Dee. 31, 1954 911 28.9 
Estimated outstanding, June 30, 1956 1, 000 | 19.0 


Estimated reduction to June 30, 1956 1, 848 54.2 
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Under the RFC loan pool plan, servicing of the Corporation’s smaller business 
loans was assumed by 1,200 banks located in the borrowers’ communities. This 
plan enabled RFC to eliminate its field offices. Effective supervision of the loan 
pool by the Treasury will be required to continue the annual savings in adminis- 
trative expenses achieved to date. 

Senator Dirksen. It has been customary, Mr. Secretary, for this 
committee in other years to have a full-dress discussion of Treasury 
ideology and Treasury approaches to problems of all kind, but it 
seems to me that you have gone through that lesson book before the 
Finance Committee and the Joint Committee on the Economic Report 
and having delved into it to some degree, 1 would see no particular 
point in going through all of that matter over again. 

Secretary Humpnrey. That is very nice, Senator. I think that 
all 3 of us have been over it 2 or 3 times in the last 3 weeks. 


DEBT FINANCING 


Senator Dirksen. | would like to ask one question about what 
your debt financing picture will be like for 1956. 

Secretary Humpnrey. I would like to ask Mr. Burgess to go into 
that. 

Mr. Buragss. It will be somewhat lighter in fiscal 1956 than it has 
been. We have been facing a lot of extra refundings of bonds put 
out in the latter years of the war. We are through the heavy end of 
that. We will have a light maturity in May and June, a fair sized 
job in August and a larger job in December, and running into next 
year it is reasonably light. We will have to have new cash, of course, 
to finance the deficit in the second half of this calendar year. That 
will run to over $8 billion or thereabouts. That is really the biggest 
part of the job. 

Secretary Humpurey. That is the cash requirement for the six 
months, not the fiscal year’s deficit, which is estimated at $2.4 billion. 

Senator Dirksen. I have some other questions here, but I think 
later on I will address those to the heads of Bureaus. 

Secretary Humpurey. Each of the Bureau and Department heads 
will appear before you. They can answer the questions with respect 
to their own particular activities better than I can. 

Senator Rospertson. The chairman would remind the members 
of this subcommittee, with respect to these hearings, of what he said 
with respect to the post office hearings. We realize that the Treasury 
Department officials testified for about 3 weeks on the House side and 
made a very full record. We did not think it was necessary for them 
to repeat to us what has been said on the House side. We have that 
record available. 

Consequently, since all of us are busy this subcommittee decided 
that we would concentrate on the requests for restorations. In that 
way we can expedite the hearings and make some progress in getting 
some of these bills into law before the end of the fiscal vear. 


SPECIAL ASSISTANT FOR PROGRAM LIQUIDATION 


Mr. Secretary, with respect to this special assistance, was it con- 
templated that that would be permanent or a temporary job? 

Secretary Humpnrey. This particular job is a temporary job for 
the purpose of the liquidation of the RFC functions. 





# 
& 
pa 


$2 TREASURY AND POST OFFICE APPROPRIATIONS, 1956 


Senator Ropertson. Would it be reasonable for us to assume if 
we act on your recommendation to continue this official for another 
fiscal year that the chances are that by the end of that time either 
his job will be completed or so nearly done that the remaining work 
can be transferred without detriment? 

Secretary Humpnrey. I do not know, Senator, whether it is 1 or 
2 years. It is a little hard to tell how rapidly the liquidation can 
be accomplished. 

For instance, we have today a very important item which may be 
decided within the next couple of days in the rubber plants. If the 
rubber plants are sold, the great bulk of the liquidation will be accom- 
plished in 1 year. If they are not sold there will be a big problem with 
respect to them. I illustrate that as one point that is pending now. 

There are some very important things that have to be handled. It 
may be that it can be done in a year, but I would not want to tell you 
that I believe it will be a year and then have to come in to change it 
next year. I think it may be 2, but I do not want to ask for 2 this 
year but prefer to ask for 1 year, and if we need it for another year to 
ask for it next year. 

Senator Rospertrson. There would be no impropriety, if we con- 
tinued this, for us to include in our report that we do it with the hope 
that his work will be either completed or so near completion in 1 year 
that it will not be necessary to ask for his services again. 

Secretary Humpurey. I do not want to make a request and have 
to change it. 

Senator Dirksen. It is difficult to say how fast this RFC liquida- 
tion will proceed. You have some imponderables there. You have 
security clauses in all of these contracts made by the Rubber Disposal 
Facilities Commission. 

Secretary Humpurey. That is right. 

Senator Dirksen. Then of course this will probably all be done on a 
loan basis so that there will be loans to be administered and survey 
plans of the plants. 

Secretary Humpnarey. That is right. I would not want to repre- 
sent that it will be 1 year. I think it is more apt to be 2 

Senator Dirksen. We may give you another liquidation job to do. 

Secretary Humpurey. We will have to have another person to do it. 

Senator Dirksen. You will recall that in the foreign-aid bill we 
inserted a termination date last year, namely, June 30, 1955. I do 
not know whether the Treasury will inherit any of those. Somebody 
is going to have to undertake a semiliquidation job at least. 

It is fair to assume that functions will be distributed. Some may 
go to the State Department. If there are counterpart funds that 
probably ought to have a look-see, the Treasury seems to be a work- 
horse that is impressed for all kinds of service. You may have an 
additional share to look after. 

Secretary Humpurey. Most anything may land in the Treasury. 


CIVIL DEFENSE CONSTRUCTION 


Senator Ropertson. I understand that you do not concur in the 
position taken by the House committee that the civil defense loan is 
a duplication of the Hill-Burton program and is not necessary to 
continue it. 
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Secretary Humpurey. I want to put myself in the Civil Defense 
Administrator’s position. I have his statement and that is part of 
this record now, and he makes a very full statement of just why he 
believes that that should be handled in that way. 

Senator Ropertson. I understand that this made 9 loans and your 
justification indicates that they expect to make 9 more. Are the 
new 9 hospital loans like the first 9? 

Secretary Humpnrey. I think that will be the case, although you 
will see that in his letter he is now talking about some shelter con- 
struction. He puts quite a bit of stress on shelter construction on 
account of atomic fallout, and so forth. He has some further plans 
than just the hospitalization. 

Senator Rosertson. I would not be able to predict what the full 
committee will do but in the event it did not restore this item what 
would be the effect on you? 

Secretary Humpurey. We would be out of business as far as money 
is concerned. 

Senator Ropertson. It would really end the program? 

Secretary Humpurey. I think that is right. 

Senator Roserrson. Has anything happened, Mr. Secretary, since 
the submission of your budget last fall which would alter to any large 
degree the estimates it contained on appropriations, expenditures, 
revenues and deficit? 

Secretary Humpurey. I think not, I think that we know of nothing 
that we should bring to your attention that makes any material 
alteration. 

ECONOMIC CONDITION 


Senator Ropertson. Page 64 of the justification has a statement 
made: 


An improvement in economic conditions is anticipated which will continue 
through fiscal 1956. 

Do you wish to comment on that? 

Secretary Humpurey. Well, what we did in arriving at our revenues 
was to make the very best estimate that we possibly could. 

Now, you realize that all of these things are called estimates, but 
they are pretty much guesses. When you are estimating as far ahead 
as 18 months and the amounts of mone y that are involved in the 1956 
budget, both income and outgo are such, you know that you cannot 
be 1 ight in all of them. You know that you will make some mistakes 
and you rather hope that one mistake will offset another so that you 
will come out about right in the end. 

It very often works that w ay. In estimating our income we believed 
that times were going to be better, that business activity was going 
to be better, that cor porate earnings were going to be higher and that 
personal income was going to be higher than it was at the time that 
we were making the estimate. So we marked them both up and made 
our estimates of tax receipts on higher income both corporate and 
personal than was obtaining at the time the estimate was made. Up 
to date that is proving true. 
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INTEREST ON PUBLIC DEBT 


Senator Ropertson. Would you wish to comment on the state- 
ment in the President’s budget that interest on the public debt would 
be smaller in fiscal 1956 than in fiscal 1955? 

Secretary Humpurey. It might be a small amount. I do not 
think it would be a large amount. The budget estimate shows it to 
be down by an amount and of course that is affected somewhat, 
Mr. Chairman, by the payment dates on when interest is due. That 
affects that somewhat. In the budget estimate it is down $175 
million. 

Senator Rosertson. The debt is still quite a bit more than the 
total expense of the Government when I was elected to Congress in 
1932. 

Secretary Humpurey. I can well believe that. 


QUESTION OF BALANCED BUDGET 


Senator Rogerson. When you addressed the chamber of com- 
merce in Philadelphia last month you said that you were still a year 
and a half away from the end of the period when you could have a 
balanced budget. Would you like to comment on that? 

Secretary Humpurey. I think that is right. Our deficit this year 
is estimated in our January reestimate at approximately $4 billion. 

Now, I hope very much, and we are checking the figures very care- 
fully, that that can be somewhat reduced. It — not be reduced 
down to the $3,100 million that we had the year before. I hope 
that we may do as well as the $4% billion if aia untoward occurs. 
Of course this is all on the assumption that world conditions do not 
worsen and that we do not have to spend more for defense. 

The estimate for the following year is $2% billion. That is fo 
1956. That is brought about both by increased income and reduced 
expenditures, and I think that, unless something happens in the 
world, in the estimate for the following year we would have a very 
good opportunity to have a balanced budget. 


PROPOSED PAY RAISE 


Senator Ronrertson. If Congress increases the pay of all Govern- 
ment workers you will have to raise the money, will you not? 

Secretary Humpurey. That puts us that much further behind, 

Senator Roserrson. I imagine you have given some consideration 
to that problem. 

Secretary HumpHReEyY. Yes, sir. 

Senator Rospertson. Would you please express your views? 

Secretary Humpurey. My views are this: I think that the original 
bill that was offered which not only increased pay but also ree ognized 
the differences in jobs, job evaluation, was a very desirable bill to have 
adopted. 

Senator Rosertson. For what scale of pay did that provide? 

Secretary Humpurey. That provided for approximately a 5 percent 
ine rease. 

Senator Roperrson. What became of the original bill? That did 
not come out of committee, did it? 
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Secretary Humpurey. Well, it did not come out of the House 
Appropriations Committee, I believe. 

Senator Rosertson. To all intents and purposes that is dead? 

Secretary Humpnrey. That, I think, is dead. 

Senator Ronertrson. Let us consider what did come out. 
Secretary Humpurey. They increased that about approximately 
percent, as I recall it, so that it was approximately 6 percent plus the 

1% percent. 

Senator Ronertrson. Are you referring to what wee all the classified 
workers or are you referring to the postal workers? 

Secretary Humpurey. Well, they are combined. 

Senator Roserrson. I understand that the postal worker bill in 
the House was called a 7.6 percent bill although some people would 
call it 74% percent, but I think it actually averages out to 7.6 percent. 

Secre ‘tary Humpurey. The way they get that, as I understand it, 
is that it is approximately a 6 percent increase plus a 1% percent 
supplemental fringe benefit, and if you put the two together it makes 
the total of 7% percent. 

Senator Roprrrson. What was the House bill for the classified 
workers? Was that the same? 

Secretary Humpurey. | am talking about the combination, ves. 


POST OFFICE RECLASSIFICATION 


Senator Ropertson. I understood a witness for the Post Office 
Department to say that under the reclassification plan for postal 
workers we would not save any money but probably would increase 
efficiency. We know so many postal workers object to that re- 
classification although they might not fully understand it. In any 
event, we do not have a definite report of the Civil Service Commission 
on this subject. Why do you think reclassification should of any 
necessity be included with the pay raise? 

Secretary Humpurey. | am not an expert on the Post Office De- 
ens but I am sure that in any business operation job evaluation 
as it is called, and it has become quite common to call it that, has 
saaien a thing that is almost universally worked at and the proper 
pay or the proper differentials in pay as between various jobs in 
evaluating the amount of work and the responsibilities and the various 
things that are taken into consideration makes a fairer and better 
distribution of pay to the various classes and kinds of people involved 
than if you do not have that. 

I think that Government in several other places has been laggard 
in job evaluation and progressive job evaluation. It has taken ‘plac e 
in and been very beneficial in industry. 


DISCUSSION OF PAY BILLS 


Senator Rorertrson. Then I understand that your position is that 
you preferred the President’s bill but that perhaps you would not be 
unalterably opposed to the 7.6 percent bill? 

Secretary Humpurey. When you are talking about 1 percent, 
whether it is 5 percent or 6 percent, it is an extremely difficult thing 
to say that one is absolutely right and the other is absolutely wrong. 
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You can have a preference, but after all it is a very difficult thing to 
absolutely condemn something with that amount of difference. 

Senator Ropertson. Let us move on to the Senate bill. That is 
a 10-percent increase for everybody 1 understand. What are your 
views on that? 

Secretary Humpurey. I hope that that is not passed. I think that 
it would be sdiediatiedn if a 10-percent peg were fixed by the Govern- 
ment for wage advances because I think that peg may be, wherever 
it is placed it is bound to be reflected in other departments of the 
Government, and I think that it also is going to be reflected in other 
branches of industry and activity. Very frankly I think that one of 
the things that we have to watch in this country and be concerned 
about is the fact that agricultural earnings are declining, have declined 
6 or 8 percent. 

Senator Ropertson. They have declined every year for 3 years. 

Secretary Humpurey. If at the same time the city workers who 
make the goods that the agricultural people buy keep increasing their 
wages, we in that way set up a strain in our economy where one 
group is getting out of line with other groups, and it is those strains 
in our economy which eventually lead us into difficulties. I think that 
to push the wage advances too high is a very serious thing not just 
from the point of view of those wage advances themselves but the 
effect of those wage advances elsewhere and throughout the economy 
and the strains that can result from it. 

I think when you stop and think for a minute that the cost of living 
has increased less than 1 percent in the past 2 years, I am not expert 
on that, but it may be that post-office pay has lagged behind over 
4 years, or some other period. 

However, during the last 2 years there has been no increase in the 
cost of living whatev ver, and | therefore think that a more modest 
increase is far better for the country as a whole and far better for the 
people themselves. If the people themselves in getting their raises 
contribute to a dislocation of our economy and people begin to lose 
their jobs, it will not help them as much as it would to be more modest 
in what they get. 

Senator Rosertson. I served on the Post Office Committee for 2 
years in the House and became interested in the work. I yield to no 
one in my interest in their welfare, but when a big delegation from 
Virginia called on me about the 10-percent bill, I reminded them of 
the fact that the President had asked for a $400 million increase in 
postage revenue which apparently we will not get, that he had vetoed 
a 5-percent bill, for which I voted last year, because it did not carry the 
increase with it. I said that I had every reason to believe that to be 
consistent—if we passed a 10 percent this year when, as you see, the 
cost of living has not gone up in the meantime, and if we did not do 
anything about the revenue—he would veto that. 

I said, ‘Frankly, as your friend which would you rather have me do, 
give you a big politic ‘al promise and let it go at that or give you some 
actual cash in your pocket this year? 

They said, ‘“‘We would rather have the cash.” 

Would you care to indicate what kind of advice you would give to 
the President on the 10-percent bill? You would have to raise the 
money. 
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Secretary Humpurey. Do you mean as to whether or not he would 
veto it? 

Senator Rospertson. That is right. 

Secretary Humpurey. | do not believe it would be appropriate for 
me to do that, but I think, Senator, I can say without question what- 
ever that I think a 10- -percent bill is too much, that it would be bad for 
the country and bad for the people themselves in its ultimate reactions. 

Senator Ropertson. You have to raise the money. Is that the 
advice you will give him? 


POSTAL RATE INCREASES 


Secretary Humpurey. That is the advice I will give him and I shall 
be very disappointed indeed if we do not get some postal rate increases. 
I think it is completely wrong not to have the postal rates return a 
proper revenue to the Department for its operations. 

Senator Rosertson. I fully agree with you on that, but I could not 
at first blush fully endorse a proposal to take first-class mail which was 
showing a profit and cause it, in effect, to subsidize newspapers, maga- 
zines, and junk mail by over $200 million. I understand that that 
was the administration proposal. 

Secretary Humpurey. I think that subsidies should be eliminated; 

I think that things should stand on their own feet. Of course you 
have to make calculations of this kind. You do it in your business. 
You do it everywhere. There are certain adjustments that are 
acceptable for volume. It is somewhat cheaper to handle big volume 
than small volume and there are certain things of that kind that can 


be taken into account. 1 am not prepared to discuss in detail the 
allocations between the various classifications. By and large, the 
post office ought to pay its own way, and the Post Office Department 
ought not to be subsidized by the general taxpayers. 

Senator Rosperrson. The Senator from Illinois. 


CREATION OF RATE BOARD 


Senator Dirksen. Mr. Secretary, isn’t the logical approach to this 
the creation of a board on rate increases who are experts and do 
nothing else except give time to it, who seek to balance these things 
and eliminate the subsidies and bring this thing in line with increased 
governmental costs? 

Secretary Humpurey. That may be right. 

The only thing is that it is so easy to kee p putting more and more 
people to work on these things. You have a Post Office Department 
and they are competent people to run their business. Frankly, I 
think they ought to know more about it than anybody else called in 
temporarily. 

I would not take issue with you. I do not know that much about it. 
We do not need committees to run the Treasury. I will say that. 

Senator Dirksen. My experience has been that personnel generally 
in the Post Office Department are so busy with a multitude of devices 
that rates do not become a special field. Everybody takes a little 
whack at it and the result is that when a recommendation comes up 
here we look at it with a baleful eve and ever since House days I recall 
that when we sought rate increases there we never did succeed. 
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I served on the Post Office and Civil Service Committee in the Senate. 
[ thought that surely after a little while there would be a rate increase 
to offset some of these pay increases and other things. Actually that 
was submitted on the last day of the session last year. It fell by the 
wayside. It commanded only 16 votes in the Senate. We are con- 
fronted with the same argument with which we were always confronted 
that you should not hook up a rate increase with pay increase. 

Secretary Humpurey. I do not know why you should not really. 

Senator Dirksen. No, I do not as a matter of fact. 

Secretary Humpurey. When you start paying money out it has to 
come from someplace and you had better know where it is coming 
from before you pay it out. 


PROVISIONS OF LEGISLATIVE REORGANIZATION ACT 


Senator DirksEN. Sometime I hope that the Treasury will take a 
good look at the Legislative Reorganization Act of 1946 and undertake 
to scold the Congress a little on its dereliction of duty because I had 
some hand in writing into that act the so-called legislative budget. 

There we made it mandatory that if we appropriated beyond the 
revenues, that we would have to come up with the revenues one way 
or the other, and if there was an excess of revenue it would be applied 
to the public debt. That is in the Legislative Reorganization Act. 

It has been completely ignored by the Congress year after year. 
I admonished them about it last year, but nobody seems to bother 
and, as a result, we are flying in the face of a proposal that I always 
regarded as a mandate upon the Congress itself; so sometime you may 
want to remind the Congress in your capacity as Secretary of the 
Treasury that there is a duty to be performed there. 

I think it would be rather helpful. 

Secretary Humpuruy. Well, Senator, I do not know whether you 
have a crystal ball or not, but if you have, you have been looking into 
it, because we have that very thing on the way. 

We have been working at it for months, and we will have some 
suggestions that will fit in with the program that Senator Byrd out- 
lined the other day and that various Senators and Congressmen have 
proposed from time to time on a better program than we now have 
for bringing the budget together and making it a single unit rather 
than just a series of independent pieces with no relation to each other. 
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OMNIBUS BUDGET AND ITEM VETO PROPOSALS 


I hope that we will have a program that will preserve the preroga- 
tives of the Appropriations Committees of both Houses, which I 
think are necessary and desirable, that we will preserve those pre- 
rogatives thoroughly and yet will be able to bring the budget as a 
whole together with an estimate of the income as well as the outgo 
so that we will finally complete an action on a single unit that will 
show whether we are going to have a balanced budget or a deficit 
or a surplus; and that nobody will be able to say that he did not 
vote for a deficit, if that is what he does, because he did not realize 
what he was doimg, as is the present case. 

Today, I do not see how any of you gentlemen know whether you 
are voting for a surplus or deficit when you vote one at a time and 
never know until the last dog is hung where you are going to come out. 
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Senator Ropertson. You mean the whole budget at once? 

Secretary Humpurey. That is right. 

And yet preserve the prerogatives of the appropriations committees. 

Where this thing has always fallen apart before is that when it was 
proposed and brought along it left somebody out of their participation 
in the determinations and they had a rightful complaint because they 
had been pushed out without their chance to participate. What we 
are trying to do is to develop this in such a way that the proper parties 
will all have their participation but that before you finish it up, there 
will be one package and that everyone will know what that one pack- 
age is and what it results in before it is finally adopted. 

Senator Ropertson. What do you think about the item veto? 

Secretary Humpurey. If you have such a program as this the item 
veto is a very desirable thing. 

There is great antagonism on the item veto. I would hate to have 
this program entirely dependent upon or lost on the basis that it 
included an item veto. I think it should include an item veto, but I 
do not think that the item veto is necessarily essential. 

Senator Ropertson. One involves congressional action and the 
other involves change in the Constitution? 

Secretary Humpnrey. | would not want to have this and I do not 
think it is essential that this program get into a place where the whole 
program is discarded because of that discussion. _ It does raise another 
issue, you see, but in the English system, as an illustration, the equiv- 
alent of the Secretary of the Tre “ASUrY, which is a combination of the 
Budget Bureau and the Secretary of the Treasury here, presents a 
budget with the items of expenditure and the items of income and he 
either has a deficit or a balanced budget or a surplus and presents that 
budget and the Parliament either accepts it or rejects it. If they 
reject it he goes home and is through, 

They get another one. If they accept it they go on this basis and 
there is a fixed responsibility. 

Now, I think here we have gone too far. I do not think we need to 
go as far as that, but we have gone too far in the other direction. 
There is not enough concentration of responsibility here as to what 
you stand for and we are trying to develop that and hope to have it 
to present to you before you go home. 


JOINT COMMITTEE ACTION 


Senator DirksEN. You may be interested and I am sure my dis- 
tinguished friend from Virginia will recall, because he was on the 
taxation committee of the House when I was on the spending com- 
mittee, but we brought together 109 Members of the House and 
Senate in the early days on the legislative budget. Then it was 
decided that it ought to be whittled down to a modest number, but 
no effort was finally made to set up a permanent joint committee on a 
legislative budge t so that there could be some coordination. 

In all those years I have no recollection that the Appropriations 
Committee of the House and the Ways and Means Committee of 
the House ever had joint sessions to compare notes and to see where 
they were. We operated independently in appropriating the money 
and they operated independently in the revenue field and there never 
was a coordinated effort so far as I recall. 
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Secretary Humpurey. That is right, and about three-quarters of the 
difference we have on the debt limit is because the members of that 
committee do not think the Appropriations Committee was tough 
enough on the appropriations or that we did not have enough income 
or that the Ways and Means Committee did not put on enough taxes. 

I have, as I have said time and again, the greatest respect and ad- 
miration for Harry Byrd and his position on these fiscal matters. We 
have been at opposite ends of the line always on this debt limit busi- 
ness, he on one side and I[ on the other. 

It is not because I do not have the greatest regard and consideration 
for his opinion and beliefs, but we have a practical problem and when 
there is no coordination as there is none today between the appropria- 
tions and the taxing authority, between the outgo and the income, until 
you get clear up to the place where everything is finished and then you 
find yourself either with having to borrow more money or not pay 
your bills, there is nothing you can do about it from the practical 
point of view 


OPPOSITION TO OMNIBUS APPROPRIATION BILL 


Chairman Haypen. I am interested, Mr. Secretary, in the effort you 
are making and am glad to see the results because we did try in 1 
Congress a 1 package appropriations bill and the Senate Committee on 
Appropriations found it an intolerable burden. There are 50 men in 
the House who work on appropriations and we have 23. To try to 
get it all into one package and have the members of the Senate com- 
mittee understand what is in the package, and then not to know until 
the very last minute what the total contents were going to be, just did 
not work. 

Secretary Humporey. Many members didn’t like that and did 
not think it was a practical thing. 

We have studied that a lot and we are trying to eliminate the things, 
to gain the objec tive and eliminate a lot of the criticisms and problems 
that that involved. 

Senator Roperrson. Are there any further questions? 

Senator Dirksen. Only one observation, Mr. Secretary, and I do 
this for the record. 


FURTHER DISCUSSION ON RECLASSIFICATION 


Referring to this question of reclassification in the pending House 
bill, it is rather refreshing to go back and examine the language of the 
Classification Act of 1949. In my judgment reclassification is manda- 
tory because it uses the word shall and the two purposes recited in the 
Classification Act are to establish basic rates of compensation and to 
present differentials based upon qualification requirements and diffi- 
culties and responsibilities. 

Now, perhaps that has never been enforced before, but it seems to 
me that the President is clearly confronted with the responsibility of 
enforcing the law that the Congress placed on the books and, if there 
is a failure on the part of Congress to do so, I would think the Presi- 
dent’s duty is quite clear as a result of any failure on our part. 

Senator Rorertrson. That concludes your testimony, 

We want to thank you. 

Secretary Humpurey. Thank you, gentlemen. 

I appreciate it very much indeed. 


Regu! 
oO 
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COMPARATIVE STATEMENT 


Senator Ropertson. The chairman would like to insert in the 
record a document entitled “Comparative statement of appropria- 
tions for 1955 and estimates and amounts recommended in House bill 
H. R. 4876 for 1956.” 

(The information referred to follows:) 


Comparative statement of appropriations for 1955 and estimates and amounts 
recommended in House bill (H. R. 4876) for 1956 


| Bill compared with 


| 1955 appro- | 1956 

| priation | estimate 
} | 
| 


Recom- Amend- 

mended in ments re- 

| House bill | 1955 appro- 1956 quested 
priations estimates 


Bureau and appropriation 


Regular annual appropriations: 
Office of the Secretary: | 
Salaries and expenses -| $2,600,000) $2,680,000) $2, 650, 000 +-$50, 000 — $30, 000 +$30, 000 
Bureau of Accounts: 
Salaries and expenses 2, 548, 700 2, 600, 000 2, 600, 000 +51, 300 
Salaries and expenses 
Division of Disburse- | 
WME denn 5 | 14,850,000) 15,575,000) 15, 475, 000 +-625, 000 — 100, 000 


Total, Bureau of 
Accounts. . _. 17, 398, 700) 18,175,000! 18,075, 000 +-676, 300 ~100, 000 


Bureau of the Publie Debt: | | 
Administering the Pub- | 
lic Debt... .-.- | 44,997,300) 44,700,000) 44, 500, 000 — 497, 300 — 200, 000 
Office of the Treasurer, 
United States: Salaries | | 
and expenses 15, 499,000! 15,500,000) 15, 000, 000 — 499, 000 — 500, 000 
Bureau of Customs: Sal- 
aries and expenses... _. 39, 996, 300; 41 
Internal Revenue Service: | 
Salaries and expenses .| 273, 662, 000) 286, 000,000) 278, 500,000) +4, 838, 000} —7, 500, 000/+-7, 500, 000 
Bureau of Narcotics: Sal- | 
aries and expenses __. 2, 770, 000 2, 990, 000 2, 990, 000 +220, 000 
U. 8S. Secret Service: 
Salaries and expenses_.| 2, 638, 000 2, 960,000) 2, 960, 000 +-322, 000 
Salaries and expenses, 
White House Police_}| 774, 000 800, 000 800, 000 -+-26, 000 
Salaries and expenses, 
Guard Force__. 268, 000) 268, 000 268, 000 


, 200,000} 41, 200, 000) +-1, 203, 700) 


Total, U. S. Secret 
Service 3, 680, 000 4, 028, 000 , 028, +-348, 000 


Bureau of the Mint: Sal- 
aries and expenses ai 4, 388, 000 3, 650, 000 3, 000 — 738, 000 


U. 8. Coast Cuard: 
Operating expenses.___| 155, 809, 300) 154, 000, 53, 750, 2, 059, 300 
Acquisition, construc- 
tion, and improve- | 
ments 6, 800, 000 7, 000, , 200, 000 
Retired pay | 19,855,000) 21, 300, 21, 300, , 445, 000 
Reserve training. 2, 500, 000 3, 175, 3, 175, 675, 000 


Total, U. S. Coast 
Guard anit 184, 964, 300) 185, 475, 5, 22. + 260, 700 


Total, regular annual 
appropriations 589, 955, 600) 604, 398, 595, : 5, 862, 400' —8, 000)! +-7, 530, 000 


Limitation accounts: 
Federal Facilities Corpora- 
tion. __. 1, 954, 000 800, 000 , 154, 000 
Liquidation of Reconstruc- 
tion Finance Corpora- 
tion ___. 3, 500, 000 , 400, 000 F 2, 100, 000 
Civil defense loans. - d 50, 000 50, 000 50, 000 50, +50, 000 


Total, limitation ac- 
CIs bccn cob ch 3s 5, 504, 000 2, 250, 000 2, — 3, 304, 000 — 5), OOO +50, 000 


Grand total, Treasury 
Department... ...| 595, 459, 600, 606, 648, 000 +-2, 558,400 —8, 630, 000'+-7, 580, 000 
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JUSTIFICATION 


Senator Ronerrson. The chairman would like to enter into the 
record the official justification for the three items requested in more 
detail than the Secretary testified to. 

(The information referred to follows:) 


OFFICE OF THE SECRETARY OF THE TREASURY 
SALARIES AND EXPENSES 
(1956 estimate, $2,680,000; 1955 appropriation, $2,600,000) 
(House hearings, p. 32) 
(H. R. 4876, p. 2, line 6, and p. 12, lines 1, 2, and 3) 


2, line 6, strike out $2,650,000” and insert in lieu thereof ‘‘$2,680,000"’. 
» 12, lines 1, 2, and 3, strike out section 104. 


HOUSE REPORT 


The decrease of $30,000 recommended by the House Committee on Appro- 
priations included the salary of an Assistant Secretary of the Treasury $15,000, 
which it recommended be abolished on a permanent basis, and the salaries of 
the staff and clerical assistants requested for the Assistant Secretary. 

The position of a third Assistant Secretary was established under the provi- 
sions of Public Law 516, 83d Congress, to provide the Secretary of the Treasury 
with the necessary assistants to aid him in discharging his many important 
responsibilities in the financial field. The committee recommended the position 
be abolished on the basis that substantial progress has been made in the liquida- 
tion of the Reconstruction Finance Corporation and disposition of the physical 
assets, including synthetic rubber and tin operations, and loan accounts, and it 
believed that the need for the position no longer existed to the degree that 
prompted its establishment. 

HOUSE ACTION 


H. R. 4876, as passed by the House of Representatives included the reduction 
of $30,000 and language in section 104 to reduce, on a permanent basis the 
number of Assistant Secretaries from 3 to 2. 


JUSTIFICATION 


It is requested that. the reduction of $30,000 be restored and the language 
abolishing one Assistant Secretary position be deleted from H,. R. 4876, which 
authorizes appropriations for the Treasury Department for the fiscal year 1956. 
The restoration of the $30,000 would provide the necessary funds to pay the sala- 
ries of the Assistant Secretary, a staff assistant for the Assistant Secretary, and a 
secretarial assistant. 

The position of the third Assistant Secretary of the Treasury was established 
during the current fiscal year under the provisions of Public Law 516, 83d Con- 
gress. The present incumbent administers all the programs formerly handled 
by the Reconstruction Finance Corporation except for the loans which were trans- 
ferred to other agencies on June 30, 1954. These activities include the synthetic 
rubber and tin programs now in the Federal Facilities Corporation, the civil 
defense and defense production loan programs now in the Defense Lending Divi- 
sion of the Treasury Department, and the continuing liquidation of the Recon- 
struction Finance Corporation. 

There are various other important responsibilities assigned to the Assistant 
Secretary. He gives continued attention to the servicing of smaller RFC loans 
taken over by private banks from the RFC loan pool. Liquidation of loans in 
the pool has progressed satisfactorily, but there are still about 1,800 loans handled 
by 900 servicing banks. The Assistant Secretary assists the banks on questions 
that arise in connection with the pool operation. The Assistant Secretary also 
occupies the position of Chief Executive Officer in both the RFC and the Federal 
Facilities Corporation, and administers directly the operations of both corpora- 
tions. In addition, he acts for the Secretary of the Treasury as a member of the 
loan Policy Board of the Small Business Administration. 
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The many and important responsibilities assigned to the Assistant Secretary 
require constant attention, and complex and extensive negotiations on a high 
level by an officer of the Government whose position and authority are recognized. 
The Secretary of the Treasury has a responsibility to see that these functions are 
carried out, and to do it properly he should have an Assistant Secretary who can 
devote his full time to the subject. Therefore, to avoid creating an adminis- 
trative problem in the Office of the Secretary of the Treasury, it is requested that 
the committee restore the position which the House recommended be abolished, 
and also restore the funds necessary to pay the salaries of this Assistant Secretary 
and two assistants for his office. . 


Standard classification schedule 


Increase Increase 

Amount (+), ce (+-), de 
recom crease ( ), | crease ( 

mended 1956 esti bill com 

by mate com- | pared with 

House pared with | estimate, 
1955 1956 


, 


Estimate, Estimate, 


Standard classification 1958 1956 


02 ‘Travel 13, 000 12, 000 12, 000 1, 000 
03 ‘Transportation of things 100 100 100 
04 Communication services 50, 000 50, 000 50, 000 
05 Rents and utility services 50, OOO 50, OOO 50, OOO 
(6 =Printing and reproduction 5, 000 15. 000 15. 000 
07 Other contractual services O00 20, 500 20. 500 

Services performed by other agen 

cies 54, 600 54, 600 4, 600 
Supplies and materials 7, 100 600 600 
Equipment O00 000 000 
Refunds, awards, and indemnities 300 300 100 
‘Taxes and assessments 2, 500 2, 500 2, 500 


01 Personal services $2,338, 400 | $2, 418, 400 | $2, 388, 400 +- $80, OOO $30, OOO 


Total appropriation or estimate 2, 600, 000 2 000 000 +80, OOO 


INTERNAL REVENUE SERVICE 
SALARIES AND EXPENSES 
(1956 estimate, $286,000,000; 1955 appropriation, $273,662 ,000) 
(House hearings, p. 438) 


(Bill, p. 3, line 21) 


(1) Page 3, line 24, strike out ‘one hundred and fifty’’ and insert in lieu thereof, 
“two hundred’’, 

(2) Page 4, line 4, strike out ‘$278,500,000” and insert in lieu thereof 
“$286,000,000”’. 


HOUSE REPORT 


“The bill includes $278,500,000 for the Service, a reduction of $7,500,000 in 
the estimates. The amount recommended is $4,838,000 more than the appro- 
priation for 1955. During the consideration of the regular annual and the supple 
mental estimates for 1955, the committee was asked for funds to provide 1,450 
additional revenue agents. Testimony disclosed that the plans, testified to before 
the committee at those times, were not followed. At the time of the current 
hearings, only 289 new agents had been added to the rolls. This is not to dis- 
parage some very beneficial practical changes in the basic plans for employee 
utilization, but rather to require that programs for the expenditure of funds 
should be more firm before being presented to the committee. Various bits of 
off-the-record testimony tended to confirm the belief of the committee that the 
Service, with the modest increase provided in this bill, probably will have reached 
its optimum employment level.” 


JUSTIFICATION 
H. R. 4876 would decrease the amount of funds available to the Internal Reve- 


nue Service for fiscal year 1956 by $744 million. The House report states that the 
committee’s conclusion was reached in consideration of the fact that the Service 
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had asked for funds for fiscal year 1955 to provide 1,450 additional revenue agents, 
but had actually added on only 289 new agents at the time of the House hearings, 
The report further stated that the committee believed “that the Service, with the 
modest increase provided in this bill, probably will have reached its optimum 
employment level.’’ 

The Internal Revenue Service requests for 1955, including both the regular 
annual and supplemental requests, provided for 1,445 additional revenue agents. 
However, the supplemental request was cut by $2 million by the Congress, elim- 
inating 346 of the positions requested. These positions were further reduced by 
37 as a result of the net pro rata absorption of the mandatory costs of the so-called 
Fringe Renefits Act. These costs, covering such items as the Federal contribu- 
tion to emplovees’ group life insurance program, longevity step increases in the 
higher grades (GS—11 to GS-15), conversion of positions to wage board and general 
schedule, increased overtime compensation and bond premiums amount to 
$848,993 in fiscal year 1955. Of the 1,062 positions remaining available to us, 
13 were filled just prior to July 1, 1954, 289 were filled between July 1 and January 
29, and 510 of these positions originally programed for field audit were used in 
office audit to provide an additional 542 office auditors during this fiscal year. 
The remaining 220 positions will be filled during this fiscal year. The following 
breakdown summarizes this clarification of the figures stated in the House report: 


Additional agents requested: 
In regular 1955 budget, provided by savings - - nities 645 
In 1955 supplemental budget ___ 800 


Total 
Less: 
Result of congressional reduction of Supplemental request from 
$9,750,000 to $7,750,000_. 
Net reduction in prorata absorption of fringe benefit costs (total 
182 man-years and $848,993) ____ i 


Total made available____- ae 
Accounted for by 

1. Hired prior to July 1, 1954 eats . 43 

2. Hired July 1, 1954 to January 29, 1955_ - 289 

3. To be hired January 29, 1955 to June 30, 1955___- . 220 

t. Shifted from field audit to office audit _ _- 510 


Total accounted for. _- 1, 062 


The program expansion adding emphasis to office audit resulted in an increase 
of over 83,000 office examinations for the 7 months ending January 31, 1955, 
over a corresponding period ending January 31, 1954. Examinations of all 
types were increased 152,000 during this period and additional tax derived from 
the total enforcement effort for the same period was increased $144 million. 

The effect of the $7.5 million reduction on our program may be summarized as 
follows: 


Amount allowed for 1956 by H. R. 4876__- _ $278, 500, 000 
Appropriation for 1955___. Yar ; .... 273, 662, 000 
Increase ; 4, 838, 000 


Items of increase apparently allowed: 

1. Additional costs for carrying in 1956 on full-year basis 
people provided on part-year basis by 1955 supplemental 1, 136, 275 
Additional attorneys and clerks_- ; : zs 750, 000 
3. Space consolidations___- . ; 1, 202, 219 
4. Equipment replacement____ ; ea 1, 477, 119 
5. Automobiles ($140,000 requested) _ 70, 000 

6. Internal revenue agents and audit clerks ($7,632,387 
requested) _ _ _- 202, 387 


Total__- be tia aa . 4, 838, 000 


Item 6, for which $7.6 million was requested, will provide 68 of the audit clerks 
requested to provide proper clerical support for the existing agent force, as com- 
pared with the present need for 238 clerks. Therefore, no provision will have 
been made for 170 audit clerks presently needed or for any additional agents. 
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We do not know the basis on which the committee reached the conclusion that 
the Internal Revenue Service is reaching its optimum employment level as stated 
in the committee report and repeated by the chairman of the subcommittee in his 
explanation of the bill on the floor of the House on March 15, 1955. ‘The Com- 
missioner testified before the House subcommittee last year that he hoped to 
augment the enforcement staff by approximately 1,000 revenue agents a year 
until we reached the point where we could examine a bulk of the more productive 
erroneous returns. ‘This is the program that the Congress supported last vear 
and on which the House report (H. Rept. 2266, 83d Cong., 2d sess.) commented: 

‘“*e * * Tong-range plans contemplate the addition of approximately 1,000 new 
agents per vear for the next several years until the force reaches a level where most 
of the more productive erroneous returns can be audited. The committee is 
pleased with the progress that has been made and compliments the Commissioner 
and the administrative officials of the Service for the forward-looking plan- 
ning. °° 

Since each revenue agent produces in revenue many times his cost to the 
Government, we believe the expansion of this staff should be continued until we 
reach the point of diminishing returns. This point will not be reached for the 
next several vears. ‘To seriously retard the program at this point will mean a 
cessation in the increase of audited returns and a substantial loss in revenue to 
the Government. It is estimated that each new agent will produce in the neigh- 
borhood of $75,000 in additional taxes during his first vear of employment and 
that his production in subsequent vears will step up to or exceed $125,000 annually. 
We believe it is good business to spend $7!4 million to recover in excess of $LOO 
million annually for the Public Treasury. 

H. R. 4876 also reduces the expansion of the automobile fleet from 100 to 50. 
Additions to the alcohol tax investigator force, provided by eliminating the need 
for as large a force of storekeeper-gaugers, creates the need for more automobiles. 
The increase of 100 is the minimum required to adequately provide for the addi- 
tional 175 investigators. 

In the light of these facts, we request restoration of the amount cut from the 
appropriation request of the Internal Revenue Service by H. R. 4876, and the 
restoration of the new car authorization to 100. 


Standard classification schedule 


Increase Increase 
Amount (+-), de (+), ce 
recom- crease ( , | Crease ( . 
mended 1956 esti bill com 
by mate com- | pared with 
House pared with | estimate, 
1955 1956 


Estimate, Estimate, 


Standard classification 1955 1956 
955 56 


Personal services _ - . $243, 050, 032) $251, 652, 430) $245, 232, 432)-+-$8, 602 $6, 419, 998 
Travel 6, 874, 625 7, 498, 850 6, 774, 765 +619, 225 719, O85 
Transportation of things 1, 341, 275 , 341, 275 1, 341, 275 

Communication services 5, 914, 548 5, 914, 548 5, 914, 548 

Rents and utility services 2, 046, 912 3, 496, 276 3, 295, 126) +-1, 449, 364 —201, 150 
Printing and reproduction 6,711, 511 », 711, 511 6,711, 511 

Other contractual services 2, 197, 804 2, 393, 849 2, 393, 849 +196, 045 

Supplies amd materials 2, 504, 820 2, 615, 039 2, 525, 272 +110, 219 89, 767 
Equipment 2, 204, 736 3, 561, 734 3 734) +1, 356, 999 70, 000 
Refunds, awards, and indemnities | 500, 000 500, O00 000 


Taxes and assessments 315, 738 319, 488 488 +3, 750 


Total appropriation or estimate | 273, 662, 000} 286, 000, 000) 278, 000 009 7, 500, 000 
| | | | 


TREASURY DEPARTMENT 
ADMINISTRATIVE Expensss, Crvit DereNnse Loans, 1956 
(1956 estimate, $50,000; 1955 authorization, $50,000) 
(House hearings, pp. 271-293) 


(1) In the House bill, page 11, after line 9, insert: ‘‘Not to exceed $50,000 of 
the funds available pursuant to section 409 of the Federal Civil Defense Act of 
1950 (50 U. S. C. App. 2261) shall be available during the current fiscal year 
for administrative expenses necessary to carry out the functions, powers, duties, 
and authority of the Treasury Department under said section.” 


60590—55———_7 
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HOUSE REPORT 


“Civil defense loans.—The committee has eliminated this item from the bill. 
A request was made for an administrative expense limitation of $50,000, the 
same amount authorized for fiscal year 1955. An authorization of $250 million 
in lending authority was established by section 409 of the Federal Civil Defense 
Act of 1950 (64 Stat. 1257). At present, there have been commitments made 
only to the extent of approximately $7,500,000, and only for the erection of 
hospitals. Since the program has been so little used since its inception in 1951, 
and then only to duplicate or augment the Hill-Burton hospital construction 
program, the committee recommends its discontinuance.” 


JUSTIFICATION 


Under the provisions of section 104 of the RFC Liquidation Act, all functions 
of RFC under section 409 of the Federal Civil Defense Act of 1950 were transferred 
to the Secretary of the Treasury. 

The Secretary of the Treasury is authorized to purchase securities or make loans 
(including participations therein and guaranties thereof) to aid in financing 
projects for civil defense purposes upon certification by the Federal Civil Defense 
Administrator. Such investments are limited to a total of $250 million outstand- 
ing at any one time. The activities authorized are financed from income and by 
borrowings from the Treasury. 

The Federal Civil Defense Administrator has stated that evaluation of recent 
developments relating to radioactive fallout indicates a need for a shelter-construc- 
tion program in certain areas under the evacuation policy of the Civil Defense 
Administration. It is further stated that the program can be used to finance 
self-liquidating shelters and other protective features of essential construction 
which would serve a vital civil defense purpose. For these reasons, the Federal 
Civil Defense Administrator recommends continuation of the program. This 
recommendation is endorsed by the Bureau of the Budget as being in conformance 
with the President’s budget plans. 

The funds available under the program are the only source which can be used 
to pay for the services of the personnel engaged in the administration of loans 
already authorized, or in the processing of loan applications. Restoration of the 
language originally proposed is required for these purposes. 


Standard classification schedule 


| 
| Increase Increase 
Amount (+-), de- (+-), de- 
recom- | crease (—), | crease (—), 
mended | 1956 esti- bill com- 
by | mate com- | pared with 
House’ | pared with| estimate, 
| 1955 1956 


Estimate, | Estimate, 


Standard classification 1955 | 1956 


01 Personal services $43, 000 | $43, 000 —$43, 000 
02 Travel 1, 500 | 1, 500 | —1, 500 
03 Transportation of things 100 | 100 | —100 
04 Communication services 500 | 500 — 500 
05 Rents and utility services ; 3, 000 | 3, 000 —3, 000 
06 Printing and reproduction 100 | 100 —100 
07 Other contractual services . 1, 700 | 1, 700 | —1, 700 
08 Supplies and materials 100 | 100 | —100 


Total authorization or estimace_. 50, 000 | 50, 000 —50, 000 


APPROPRIATIONS ANALYSIS 


Senator Roperrson. At this point I should like to insert in the 
record an analysis of the appropriation and the general statement for 
each appropriation for which restorations of funds are being requested. 

(The information referred to follows:) 
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TREASURY DEPARTMEN 
SALARIES AND EXPENSES, OFFICE OF THE SECRETARY OF THE TREASURY 


Anaiysis of appropriation hase for fi cal year 1956 
Regular appropriation, 1955 act $2, 600, 000 
Supplemental appropriation for 1955 


Total appropriation, 1955 2, 600, 000 


Appropriation base for 1956 2, 600, 000 
Increase over appropriation base for 1956 80, 000 


Appropriation estimate for 1956 2, OSO, 

Ap] I t { te f L95f 0, OOO 

Increase or decrease from total appropriation, 1955 SO, 000 
VY} I 


Comparison of appropriation base with appropriation estimate for 1956 


Appropriation base | Appropriation esti 


for 1956 mate for 1956 Increase or decrease 


Activity 


Average Average |} Averag 
: Amount : Amount Amount 
} positions | positions position 


1. Executive direction 156.6 | 1,072, 836 | 3.6) 1, 122, 
2. Administration and coordination | 
of legal services 3.8 285, 982 | 3 285, 982 | 
General administrative services 109. 0 631, 400 631, 400 
4. Operation and maintenance of | | 
‘Treasury buildings 137.8 555, 182 | 87 585, 182 10, 000 
5. Emergency first aid | 54, 600 54, 600 


Total 147.2 2, 600, 000 4 2, 680, 000 | 7 80, OOO 
Adjustment in base (net) | 


Total, adjusted appropriation 
1955 and appropriation esti- 





| 
mate for 1956 447.2 2, 600, 000 54.2 2, 680, 000 - +7.0 80, 000 


OFFICE OF THE SECRETARY OF THE TREASURY 
SALARIES AND EXPENSES 
GENERAL STATEMENT 


The Office of the Secretary is responsible for the overall direction and adminis- 
tration of the Treasury Department. This responsibility includes the following: 
(1) formulation of tax and fiscal policies, (2) management of the publie debt, 
(3) collection of revenue, (4) printing of currency, (5) manufacture of coins, (6) 
lending functions under section 302 of the Defense Production Act of 1950 and 
under section 409 of the Federal Civil Defense Act of 1950, (7) liquidation of the 
Reconstruction Finance Corporation, (8) supervision of the Federal Facilities 
Corporation, (9) the administration of the United States Coast Guard, Secret 
Service, and Bureau of Narcotics, (10) coordination of law enforcement activities, 
and (11) the central management of the Department. In addition, the Office of 
the Secretary provides legal services and facilities, central administrative services, 
buildings operation and maintenance program, and ane mployees’ health program 
for organizations within the Department which do not have such services and 
facilities. 

An appropriation in the amount of $2,600,000 was provided for the Office of 
the Seeretary for the fiscal year 1955. The estimate of the appropriation for the 
fiscal year 1956 is in the amount of $2,680,000, an increase of $80,000 over the 
estimated requirements for 1955. The increase requested is to provide funds for 
the position of an additional Assistant Secretary and staff assistants for the new 
\ssistant Secretary and Under Secretary for Monetary Affairs—two new posi- 
tions established by Public Law 516, 83d Congress, approved July 22, 1954. It 
also provides funds to cover the cost of mandatory conversion of CPC grades to 
wage board pursuant to section 105, Public Law 763, 83d Congress. 
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Analysis of appropriation base 


Net change in base, 
Adjustments in base increase (+), de- 
crease (—) 


Appropriation alloca- 
tion for 1955 


Activity 


Average Reduc- Average 
posi- Amount ‘home Additions posi Amount 
tions 7 tions 


Ruli 
1. Executive direction 156.6 | $1, 072, 836 spe 
Administration and coordination 2 Colle 
of legal services 43 285, 982 ; Audi 

. General administrative services 109. 631, 400 lax 
4. Operation and maintenance of gat 
freasury building 137. ! 555, 182 ; 5. Alco! 
. Emergency first aid 54, 600 tor 
Tax] 
pI 
Lega 
Insp 
Stati 
Exee 


Potal ‘ 447.2 2, 600, 000 


The appropriation base for 1956 is the same as the appropriation for 1955. As 
a consequence of every effort being made to reduce the operating costs of the Office 
of the Secretary during fiseal yvear 1954, the Office entered fiscal vear 1955 with Adiu = 
only those positions which are absolutely essential for the carrying out of the i 
Secretary’s responsibilities. An increase in responsibilities has been assigned to To 
this Office : 


SALARIES AND EXPENSES, INTERNAL REVENUE SERVICE 


Analysis of appropriation base for fiscal year 1956 

The 
colleet 
refund 
prepar 
Is also 
which 
Collection of revenue : $1, 559, 636 Let uatie 
Audit of tax returns 7 560, 346 Firear 
Tax fraud and special investigations ; ; 561, 175 The 
Taxpayer conferences and appeals ; 218, 750 


Regular appropriation, 1955 act ‘ ; $265, 912, 000 
Supplemental approprietion for 1955 7, 750, 000 


Total appropriation, 1955 , . 273, 662, 000 
Deductions: 


impact 
this de 
enactn 
the we 
increas 
explan 
will be 


- period, 
Audit of tax returns taelrae 901, 597 1954 ¢ 
Tax fraud and special investigations __- - - - - 162, 154 tional 

Aleohol and tobacco tax regulatory work 413, 680 of 195 
Taxpayer conferences and appeals vw 366, 153 of thes 
Legal services ea Site a a 6, 168 
Inspection . aera i ‘ 1, 839 
Statistical reporting _ __- kd 877 


Executive direction ___- — : 5, 875 


Total : iene a 899, 907 


Additions: 
1. Rulings, technical planning, and special tec 
nical services aaela ; . 3, 940 
Collection of revenue , 173, 899 


been r 
Variou 
below | 
to wit! 
Pie eee ee » implies 

BOOM ic ces ee __. 4,036, 182 The 
F than tl 
tion in 
te ee ee act, ch 

Appropriation base for 1956 ‘ sewssue 2% 10m 200 and ac 
Increase over appropriation base for 1956___-__~---- pubes ‘ 11, 201, 725 Ani 


Adjustment in base (net) ; : ; +1, 136, 275 


plemer 
contin 
ment ¢ 
prove « 
the en 
placen 


Appropriation estimate for 1956 


286, 000, 000 


Increase or decrease from total appropriation, 1955_ - _. +12, 338, 000 
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Comparison of appropriation base with appropriation estimate for 19 


Appropriation base 


Ine rerise 
Activity 


Amount 


1. Rulings, technical planning, and 

special technical services 

Collection of revenue 

Audit of tax returns 

Tax fraud and special investi 
gations 

Alcohol and tobaeco tax regula 
tory work 

Taxpayer conference 
ippeals 

Leg il services 

Inspection sf >» Vv 21.2 O78 

Statistical reporting i th 233 76 1,6 123 


Executive direetion : 2 ¢ ) ) 9 2. VGN 


otal WH), { 7 { ) y 4 O00. O00 
Adjustment in base (net | 


Total, appropriation 1955 
bpproprhkition esti 


1056 2 2 273, 662 ) Q 2986. 000. 000 


GENERAL STATEMENT 


The Internal Revenue Service is responsible for determination, assessment, and 


000 
000 


collection of all internal revenue taxes; enforcement of internal revenue laws 
refunding or crediting of any overpayment of tax or erroneous collection: and 
preparation and distribution of instruetions, regulations, forms, and stamp It 
is also charged with certain duties under statutes that do not impose taxes, but 
which are directly related to internal revenue, h as the Federal Aleo! clinin 
istration ict, as amended, the Liquor Inf } Act of 1936, and Federal 
Firearms Act. 

The 838d Congress enacted a number of revisions in the laws which will have an 
impact upon the work of the Internal Revenue Service, but it is not possible at 
this date to appraise the budgetary implications of these changes. For example, 
enactment of H. R. 83800 (Internal Revenue Code of 1954) is expected to affect 
the work in several activities, but especially in the audit activity because of 
increased taxpayer inquiries, either in person or by correspondence, requesting 
explanation of the many technical and administrative changes in law. There 
will be an inereased demand from taxpayers for assistance during the 1955 filing 
period, and this will occur during a longer period than heretofore because the 
1954 code extended by | month the deadline for filing tax returns. \lso, addi 
tional work will result from enactment of the Social Security Act amendments 
of 1954 which substantially broadened social security coverage. The overall effect 
of these changes cannot be measured at this time, and they have therefore not 
been reflected in this budget estimate. The Service is continuing its study of 
various ways of simplifving the filing requirements for persons whose incomes are 
below certain limits and consist exclusively, or almost exclusively, of wages subject 
to withholding, but these plans have not yet matured to the point where budgetary 
implications can be measured 

The appropriation requested for 1956 is $286 million, which is $12,338,000 more 
than the 5273,662,000 appropriated for the fiscal vear 1955. The 1955 appropria 
tion ineludes $7,750,000 made available on a part-year basis in a supplemental 
eee act, chiefly for expanded audit coverage, stepped-up investigations of tax fraud 
obs and acceleration of taxpayer conferences and appeals 

a An increase of $1,136,275 is required to annualize the funds granted in the sup- 
ae plemental appropriation for 1955. In addition, we are requesting $11,201,725 to 
000 continue our program of recruiting 1,000 revenue agents and their clerical comple- 
ment each year, the addition of 238 clerical employees in the audit activity to im- 
prove our technical-clerical ratio, 88 attorneys and their stenographic assistants in 
the enforcement and civil advisory field, and additional funds for equipment re- 
placement, housing improvement, and additional automotive equipment 
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® This estimate projects into 1956 two major changes in the 1955 base as previ- 
ously presented: (i) retention during the fiscal year 1955 of about 500 office 
auditors in lieu of hiring approximately that number of additional internal revenue 
agents as originally planned; and (ii) a reduction of 500 more collection officers 
than originally planned during the fiscal year 1955 with diversion of the resulting 
savings to the employment of more temporary hel». 

The original 1955 budget provided for a reduction of about 1,700 man-years of 
collection officer and office andit personnel, and an increase in the internal revenue 
agent force of about 650. This was to be accomplished without any increase in 
appropriation, since the savings accruing from the reductions was to be applied, 
in part, to hiring the additional internal revenue agents. In the light of more re- 
cent experience, it has been concluded that a better balance in the total audit staff, 
and audit program, will be achieved by retaining approximately 500 experienced 
office auditors instead of hiring all the additional internal revenue agents as orig- 
inally planned. However, 160 agents will be carried in 1955 from savings effected 
in other areas, and 454 additional agents will be emploved with funds provided in 
the supplemental appropriation. There is a large volume of productive but rela- 
tively simnle returns that generally do not involve the audit of intricate accounting 
records. These returns, our experience shows, can be worked on an office audit 
basis bv auditors with less technical accounting qualifications than are required of 
internal revenue agents. In view of this fact, better overall results will be ob- 
tained in 1955 by retaining the experienced office auditor personnel than would be 
the case if new employees were hired and trained for this work. 

Another major deviation from the original 1955 budget plan involves the 
number of collection officers. Instead of stabilizing the collection officer force 
at 6.500 as originally planned. it 1s being reduced to 6,000, since it is believed that 
improved collection procedures and the elimination of substandard producers will 
enable the reduced force to maintain the current level of collection production. 
Funds made available by the reduction of another 500 will be used primarily to 
increase temporary employment in the clerical processing work of the Collection 
Division where the fluctuating workload can be handled to the best advantage 
by a flexible force. This will further reduce the need for detailing higher paid 
technical personne! to this activitv. 

The changes referred to above represent the major overall differences in pro- 
grams, although in the aleohol and tobacco tax activity wavs are being found 
to reduce the manpower requirements of the permissive and reculatory work to 
provide more investigators to combat the illicit liquor traffie without requesting 
additional funds. It is estimated that approximately 150 additional investigators 
will be provided by eliminating inspectors and storekeeper-gagers without jeop- 
ardizing the revenue derived from the aleohol industry. 

The poliey of strengthening the enforcement activities of the Service will be 
continued by: (1) diverting savings in other areas to these activities; (2) insuring 
that revenue agents, office auditors, and collection officers spend the maximum 
amount of time on the enforcement work appropriate to their positions; (3) 
improved procedures and supervision; (4) establishing more strict production 
quotas, particularly in the work area relating to collection of delinquent tax 
returns; and (5) replacement of that minority of employees who do not measure 
up to reasonable work standards. 

In general, the 1956 estimate reflects a continuation of the program which has 
been charted for achieving the broad objectives of the Service, i. e., (i) to obtain 
maximum realization of taxes from the revenue laws, and (ii) to provide for an 
effective and fair administration of these laws so that every taxpayer will con- 
tribute that share of the cost of Government which Congress intended he should 
make. 

EXPLANATION OF LANGUAGE CHANGE 


One of the substantive changes in language proposed for the fiscal year 1956 is: 

In addition to continuing the motor vehicle replacement program as au- 
thorized in the current-year appropriation (purchase of not to exceed 100 pas- 
senger motor vehicles for replacement only) it is necessary to expand the fleet bv 
100 vehicles in 1956 to meet the transportation requirements of the increased 
staff of alcohol tax investigators and special agents. The added language to 
provide authorization for fleet expansion is indicated by the italicized portions of 
the following: ‘‘purchase (not to exceed two hundred of which one hundred are for 
replacement only) and hire of passenger motor vehicles;’’. 
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ADMINISTRATIVE EXPENSES, CiviL DEFENSE LOANS 
Analysis of authorization base for fiscal year 1956 


Regular authorization, 1955 act : _... $50, 000 
Supplemental authorization for 1955 


Total authorization, 1955 : . 50, 000 


No reductions or additions. 
Authorization base for 1956 5 _ 50,000 
Increase over authorization base for 1956 

Authorization estimate for 1956 50, 000 
Increase or decrease from total authorization, 1955 


Comparison of authorization base with authorization estimate for 1956 


Authorization bas¢ Aut 


for 1956 Increase or de 


Amount 


Civil defense loans $50, 7 $50, 000 


Total 


£0, 000 
Adjustment in base 


Total, 1955 authorization, and 
iuthorization estimate for 


1956 50, 000 


GENERAL STATEMENT 


Under the provisions of section 104 of the Reconstruction Finance Corporation 
Liquidation Act (Public Law 163, 83d Congress) all of the functions of the RFC 
inder section 409 of the Federal Civil Defense Act of 1950 (64 Stat. 1257) were 
transferred to the Secretary of the Treasury on September 28, 1953. 

The Secretary of the Treasury is authorized to purchase securities or make loans 
(including participations therein and guaranties thereof) to aid in financing 
projects for civil defense purposes upon certification by the Federal Civil Defense 
Administration. Such investments are limited to a total of $250 million outstand- 
ing at any one time. The activities authorized are financed by borrowings from 
the Treasury. 

EXPLANATION OF LANGUAGE CHANGES 


There are no language changes proposed. 


Analysis of authorization base 


Authorization alloca- 
tion for 1955 


Program 


verage Re ; Average 
Average Amount ; A 


positions } tion Tae |} positions 


Amount 
| 


1 


Civil Defense lending-- $50, 000 


Total. 50, 000 
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PREPARED STATEMENT 


Senator Ropertson. The chairman also has a prepared statement 
from Assistant Secretary of the Treasury Robbins on his work. 

Without objection, he would like to offer that for the record and 
ask Mr. Robbins if he has anything that he wishes to add to that 
statement, 


Your statement will go in the record, sir. 
(The statement referred to follows:) 


OFFICE OF PRODUCTION AND DEFENSE LENDING 


INTRODUCTORY STATEMENT OF LAURENCE B. Roppins, ASSISTANT SECRETARY OF 
THE TREASURY 


Mr. Chairman and members of the committee, under the provisions of the RFC 
Liquidation Act and Reorganization Plan No. 2 of 1954, the Secretary of the 
‘Treasury was given responsibility for administering the Federal Facilities Corpo- 
ration, the liquidation of the RFC, and the lending programs conducted under 
title III of the Defense Production Act and section 409 of the Federal Civil 
Defense Act 

To facilitate the management and direction of these activities, there has been 
established in the Treasury Department an Office of Produetion and Defense 
Lending, headed by an Assistant Secretary. There have been assigned to this 
oflice the administrative, fiscal, and legal personnel who have management. re- 
sponsibilities in all of the activities named. However, the salaries and expenses 
of this management staff are charged to the activities supervised according to 
the share of time devoted to each. 

All of the activities included in the Office of Production and Defense Lerding 
are financed from funds previously made available and therefore do not require 
annual appropriations. However, since these activities fall under the Government 
Corporations Control Act, annual limitations are placed on the amount of available 
funds to be used for payment of administrative expenses. 

The administrative expense budgets of these activities can best be evaluated by 
considering the extent of the programs involved. 

The first of the activities for which a limitation on administrative expense is 
requested is the Federal Facilities Corporation. The Corporation was created 
on June 30, 1954, under the provisions of the Rubber Act of 1948 and Exeeutive 
Order 10539. The primary purpose of the Corporation is to administer the 
operation of the Government-owned svnthetie-rubber facilities until disposal of 
the prope rtres i completed AS pro’ ided by the Rubber Producing Facilities 
Disposal Act In addition, the Corporation has been designated to conduet the 
operation of the Government-ow ned tin smelter 

The budget anticipates that sale of the synthetic-rubber facilities to private 
interests will be consummated in the near future, and that production of tin will 
be discontinued at the close of the current fiscal vear. Accordingly, the adminis 
trative expenses of the Corporation are estimated to be $800,000 for fiscal vear 
1956, which is a reduction of $1,154,000 from the amount authorized for fiseal 
vear 1955 

Included in the total request of $800,000 is 8700,000 for administering the 
windup of the svnthetic-rubber program. This amount provides for the adminis 
trati costs of disposing of such inventories of finished rubber as may remain 
after sale of the rubber-producing facilities, and also provides for the administra 
tive costs of protecting and maintaining such facilities as may not be included 
in the disposal program approved by the Congress Provision is also made for 
the cost of administering the Government’s svnthetice-rubber research program 
in 1956, pending submission to the Congress of the President’s reeommendations 
as to continuation of such research. 

For the tin program, the budget includes $100,000 for the administrative cost 
of winding up activities at the smelter and disposing of all inventories incidental 
to production of refined tin. 

The next item to be considered is a request for a limitation of $1,400,000 on 
the administrative expenses of liquidating the Reconstruction Finance Corpora- 
tion. That amount is a reduction of $1,085,000 from the expenses estimated for 
the current fiseal vear. 





mun 
possi 
mun 
trati 
to tl 
2 SOL 
the | 

Or 
amo! 
in b: 
will | 


capi 
losse 
from 
to a 
redu 
fisca 

, 
is fo 
port 
prol 
proce 
evel 

Ir 
to b 
the 
whic 
Asse 
the 
red 
Wat 

T 
of t 
Cur 
stan 
are 
and 
tinu 
ing 

T 
pen 


rOW 


fron 
pen 
as V 

U 
aut] 
Civi 
Fed 
I 
Civi 
the 
the 
fun 
urge 
me! 
cert 
liqu 
ser 


TREASURY AND POST OFFICE APPROPRIATIONS, 1956 103 


The basie policy being followed in the liquidation of RFC is to reeover al) 
funds invested in the Corporation’s assets as rapidly as possible, with maxi 
mum protection to the Government and the taxpayer \t the same time, every 
possible consideration is given to the interests of the borrower and the com 
munity in which his business Is located The re duction in the amotnt of adminis 
trative expenses reflects the suecess of this program Particularly important 
to this has been the loan pool plan under which the servicing of approximately 
2,800 smaller business loans was moved from RFC personnel to banks located in 
the borrowers’ communities 

On July 1, 1954, the RFC loans and commitments remaining for liquidation 
amounted to $284 million, exclusive of commitments for deferred participation 
in bank loans. \s projected in the budget, it is estimated that this portfolio 
will have been reduced to $177 million by June 30 of this vear and further reduced 
to $80 million by June 30 of 1956. 

The proceeds realized from liquidation of R. FC’s assets are being used to reduce 
the Government’s investment as rapidly as possible. Under the last revision of 
the RFC Act, the capitalization of the Corporation was fixed at $100 million of 
capital stock and retained earnings of $250 million, after reasonable reserves for 
losses. In December 1954, there was paid to the Treasury $100 million realized 
from the liquidation of FC, which reduced the Corporation’s retained earnings 
to about $150 million. The additional payments projected in the budget will 
reduce the total Government investment in REC to $66 million by the close of 
fiscal vear 1956 

The major portion of the workload in the liquidation of RFC’s remaining asset 
is found in the business loan portfolio \pproximately 60 percent of the remaining 
portfolio consists of obligations which are delinquent or present other servicing 
problems which require special treatment. In ome of these ease foreclosure 
proceedings have been instituted, and in many others foreclosure appears to be an 
eventuality. 

In addition to liquidation of RFC lending program assets, there also remain 
to be liquidated certain assets and liabilities of World War IT programs. For 
the most part, these consist of loans, properties, claims, and other receivables 
which cannot be disposed of to private interest The amount of the unliquidated 
assets in this activity was $24,500,000 on June 30, 1954 It is estimated that 
the unliquidated assets remaining at the end of fiseal vear 1956 will have beer 
reduced to &$14.700.000 All proceeds realized from liquidation of these World 
War IT programs are paid into the Treasury as miscellaneous receipt 

There remain for discussion the lending programs condueted under title TIT 
of the Defen (* Production Act and SeCTION 109 of the Federal Civil Defense Act 
Current activitv in these programs is concentrated in the administration of out- 
standing loans and 
are being received, which facet refleets both the sound condition of our economy 
and the present state of our international and military affairs efforts are con 


commitment Relatively few applications for new loan 


‘ 


tinually made to reduee the Csovernment’s investment in these programs b misc - 
ing loans in the hands of private financial institution 

The Defense Production Act lending activitie inelu administrative ex- 
penses, are financed either from the program’s income , alloeatio of bor- 
rowing authority, and expenditures under the program are controlled by the 
President through the Bureau of the Budget 

The civil-defense lending program i fir anced from Income and 
from the Treasury An annual limitation is placed on the administrative ex- 
penses of this program, and the amount requested for 1956 is $50,000, the same 
as was authorized for the current fiscal vear 

Under the civil-defense lending program, the Secretary of the Treasury is 
authorized to purchase securities or make loans to aid in financing projects for 
civil-defense purposes No loans can be made without the certificate of the 
Federal Civil Defense Administrator 

The language providing for a limitation on the administrative expenses of the 
civil defense loan program was eliminated from the House bill The Secretary of 
the Treasury, when appearing before this committee, recommended restoration of 
the language to provide for a limitation on the use of civil defense loan program 
funds for administrative purposes. The Federal Civil Defense Administrator has 
urged that the program be continued, stating that evaluation of recent develop- 
ments relating to radioactive fallout indicates a need for shelter construetion in 
certain areas. He further stated that this program can be used to finance self- 
liquidating shelters and other protective features of essential construction 
serving vital civil-defense purposes. The recommendation is endorsed by the 
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Bureau of the Budget as being in conformance with the President’s budget plans. 
Whether or not the authority to make new loans is continued, we still face the 
problem of administering those loans which already have been authorized, and the 
only funds which can be used for this purpose are those available under the 
program. 

In closing, I would like to emphasize that our objective in administering all of 
the programs I have discussed is twofold: First, to limit expenditures on account 
of these activities to the smallest possible amount, and second, to realize upon 
loans and investments as rapidly as possible and put the funds back into the 
‘Treasury. 


CIVIL DEFENSE LOANS 


Senator Dirksen. That is the matter that we covered pretty well 
in interrogation? 

Mr. Rogsins. I think the only thing I have to add is in connection 
with civil-defense loans. The nine loans and commitments outstand- 
ing do not look very important, but there is a responsibility to admin- 
ister these construction loans that entails some expense. If this 
authorization is eliminated there will be no funds available for this 
purpose. 

Senator Ropertrson. Thank you, sir. 

Senator Dirksen. That actually takes care of 2 items of restoration 
that would come within your jurisdiction, the $30,000 under the 
Secretary’s Office and the $50,000 limitation on these loans? 

Mr. Rorrins. That is right, sir. 

Senator Dirksen. So that leaves Mr. Andrews. 

Senator Rorerrson. The big restoration item is the $7% million 
on the Internal Revenue Service. 

Senator Dirksen. Mr. Chairman, I see they are calling for a live 
quorum just prior to the vote on the rubber bill. 


INTERNAL REVENUE SERVICE 
SALARIES AND EXPENSES 


STATEMENTS OF T. COLEMAN ANDREWS, COMMISSIONER, IN- 
TERNAL REVENUE SERVICE; 0. GORDON DELK, DEPUTY COM- 
MISSIONER; HARRELL T. VANCE, ASSISTANT COMMISSIONER; 
AND GRAY W. HUME, DIRECTOR, FISCAL MANAGEMENT 
DIVISION 


PREPARED STATEMENT 


Senator Ropertrson. The Chairman would like to present for the 
record a prepared statement of Mr. 'T’. Coleman Andrews, and then, 
as soon as we have disposed of the vote, we will come back, with the 
hope that he will summarize this for us. 

(The statement referred to follows:) 


INTRODUCTORY STATEMENT OF T.. COLEMAN ANDREWS, COMMISSIONER OF 
INTERNAL REVENUE 


Mr. Chairman, the appropriation request of $286 million for the Internal 
Revenue Service for the fiscal vear 1956 represents an increase of about $12.3 
million over the amount appropriated by Congress for the current fiscal year. 
Thus the estimate is a followup on the long-range program for increased tax 
enforcement which I discussed with this committee on two occasions last year. 
The action of the House, H. R. 4876, however, would drastically curb this pro- 
gram. There would be no expansion of our auditing force in 1956, and the com- 
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ments of the House committee about our having reached an optimum emp! 
level indicate termination of the whole long-range program 
When I first came before this committee, about 2 years ago, I told mu how 
we intended to go about the job of administering the tax laws 
vear ago, I gave a detailed report on our accomplishments up to ths ate, and 
scussed with you the problems which existed at that time and what we expected 
to do about them. I shall now give vou the picture as it appears today, referring 
to proble ms and plans previously discussed only to the extent necessary to provide 
a clear showing of the current situation. 


AUDIT 


Kirst, I shall discuss the situation with respect to the examination of tax 
returns. Steady progress has been made in the development of an improved 
enforcement program in this area. Iam very gratified with the many manifesta- 
tions of respect for our program received from taxpayers and their representatives, 
and their expressions of confidence in the fairness and ability of our agents. 

This budget contains a request for an additional 1,000 revenue agents, together 
with supporting clerical personnel. This is in line with the program I presented 
last year for increasing our revenue agent force by 1,000 agents a year until we 
have reached the point where we will be able to examine most of the more pro- 
duetive erroneous returns. This is the program the Congress supported last year, 
but which would be summarily estopped by the action of the House in eliminating 
the $74 million earmarked for this program. 

In view of the comments of the House commitiee, I believe it is important at 
this point to clarify the situation with respect to the number of agents provided 
by last year’s budget and the number employed to date. Actually, the 1955 
appropriation did not provide for the 1,450 agents requested, but for only 1,062 
additional agents. Of the 1,062, 43 were employed prior to the beginning of the 
fiscal year, 289 more were added to the rolls by January 29, 1955, and funds for 
510 originally programed for field audit were used to proved 542 for office audit. 
There remain but 220 to be employed during the remainder of the fiscal year and 
they will be put on prior to June 30. I feel sure you will agree that the inerease 
in office audit was fully justified when I report on the prerefund audit program a 
little later in this statement. 

By the end of this fiscal year we expect to have 11,114 revenue agents on the 
roll, as compared with 7,617 on July 1, 1953. However, in contemplating this 
increase of 3,497 in 2 years, we must not lose sight of the fact that about 2,000 
were collection officers reassigned and trained as revenue agents when the audit 
work was segregated from the collection of accounts. I am proud of the fact that 
only 417 of these agents were provided by new money or increase in appro- 
priation—all the ao ‘rs came from savings and better internal mangement. 

the agent force is now examining more returns and bringing in more additional 
revenue as a ei of examinations. In the 7 months ending January 31, 1955, 
we examined 15 percent more returns than during the same period last year. The 
additional tax resulting from enforcement was $144 million greater than a vear ago. 
This is pretty convincing e\ idence that the optimum has not yet been reached. 
Further, I can assure you that we still ha’ e a great many returns in need of audit 
that we don’t have the manpower to audit. Yet, H. P.. 4876 would not permit 
us to employ a single additional auditor in fiscal year 1956. 7 

The clerical work supporting the examination of tax returns has presented a 
serious problem. Much has been done to streamline this work, but the volume 
remains greater than the clerical force can handle. P.eports coming to us from 


the field show that many revenue agents and office auditors are performing 


considerable clerical work related to their jobs, and serious backlogs are de. elo ping 
1 


in the final disposition of examined returns because of our shortage of clerical 
} 


personnel. Having done what we could to improve efficiency in this area, we ust 
now work to balance auditors with clerks. I am asking for 238 additional clerks 
for this purpose, but H. 2. 4876 would provide only 68 

There is another area where we are increasing our enforcement efforts sub- 
stantially that I would like to mention briefly. Every year millions of taxpayers 
file returns showing that the taxes \ ithheld from their salaries, or the estimated 
taxes they hase paid during the year, exceed the amount tax shown on their 
returns. If refunds are made to these taxpavers before their returns are audited, 
and subsequent audit discloses ra their returns were incorrect, it become 
necessary for us to revuire them to return part or all of those refunds together 
with interest. It is difficult for these taxpayers to understand why we would send 
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them a refund and then, after examination of their returns, ask for all or a part of 
the money back with interest. Moreover, this makes a serious and expensive 
collection problem. 

To alleviate this situation, we started in the spring of 1953 a practice of examin- 
ing a part of these returns before the refunds were made. The results were so 
startling that we more than doubled the number of examinations of this type in 
1954. We found in 1953 that 59 out of every 100 tax returns claiming refunds 
which we selected for examination contained tax errors. Under improved selec- 
tion methods in 1954, 68 out of every 100 such tax returns selected for examination 
contained tax errors, and the average amount of tax error per return was up from 
$95 in 1953 to $115 in 1954. The tax recovery in 1954 from this prerefund audit 
work alone amounted to over $40 million. 

This prerefund audit work is handled on an office-audit basis, either by corre- 
spondence or by asking the taxpayer to come to our office. It is a mass-volume 
job and production is high. Many other returns are subject to this approack and 
office audit is an important integral part of our long-range planning. We have a 
regular force of about 2,400 assigned to this work. This foree is augmented by 
new revenue agents. Since the problems are not as complex as those generally 
met in field examination work, this is an excellent way to get almost immediate 
production from the new people and, at the same time, give them valuable experi- 
ence. 

The value of revenue agents in tax administration must not be measured alone 
in terms of additional deficiencies, but also in terms of their ability to increase 
voluntary compliance with our tax laws. This can be accomplished only by 
agents who are well trained in all aspects of their work, including a knowledge of 
the taxpayer’s business, his procedures and practices. 

Our training program for revenue agents has kept step with the program for 
improvements in audit techniques and procedures. It has been necessary to give 
all of our revenue agents and office auditors training on the new provisions of law 
incorporated in the Internal Revenue Code of 1954. Encouraged by the blessing 
of the Civil Service Commission, we also have prepared a more comprehensive 
training program for each new agent we employ. 

Another important improvement in our training program is the advanced 
training center which was established last September. The purpose of this school 
is to provide instruction for field personnel that will be of value to them in their 
present work and, at the same time, prepare them for more responsible super- 
visory and technical positions in the future. Training of this type by instructors 
of one of our large universities provides our agents attending that school with a 
much broader knowledge of current business practices and management policies 
than we can provide with instructors from the ranks of the Internal Revenue 
Service. 

The extension of tax enforcement to citizens residing abroad is another problem 
which currently is receiving attention. There are more than 500,000 such tax- 
pavers. Our income, estate, and gift tax laws follow our citizens throughout the 
world, but our enforcement effort is limited to one revenue agent permanently 
stationed in Paris and the temporary assignment of a small group of agents during 
the filing period. Because of this condition, we initiated last year a study of all 
phases of our foreign problem, including taxpayer education, proposals for legis- 
lation, the organization and management of our foreign responsibilities, and the 
magnitude of taxpaver delinquency and noncompliance abroad. 

Our findings lead to the conclusion that the Service has a most serious problem 
abroad, which will require more time, effort, and resources in the future. The 
large revenue losses involved, as well as the duty which the Service owes to those 
citizens who voluntarily comply, leave us no alternative. 

I have therefore proposed to the Secretary, and he has agreed, that a number of 
measures must be taken to bring this situation under control, including the 
placing of greater emphasis on taxpayer education and assistance abroad, the 
development of procedures that will give us more effective control over both 
the tax returns filed by, and the delinquency and evasion problems involving, 
taxpayers residing abroad, and the establishment of several additional overseas 
permanent posts of duty. 

COLLECTION OF REVENUE 


Our largest activity is that of collecting the revenue. About one-half of our 
emplovees are engaged in this work which involves the processing of millions of 
tax returns and remittances, and includes such work as verifying tax credits, 
making tax refunds, maintaining taxpayer accounts, and collecting delinquent 
taxes. 
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I am pleased to report that during the past vear we have made good progress in 
our objective of improving our procedures and eliminating paperwork in this 
activity. Asa first step we have simplified the 1040A return. It is now a puneh- 
card form about the size of a check, instead of a letter-size sheet We are encoura 
ing the use of this new form, and it is being widely used throughout the country 
this vear. We have established a pilot operation in Kansas City to process all 
form 1040A returns received in the 10 districts of the Omaha region. These 
returns will be processed on the most up-to-date puncheard equipment. This 
installation will provide us with helpful information regarding the problems and 
costs involved in centralized and mechanized processing operations for the LO40A 
returns. 

\lso we have worked with the Social Security Administration during the past 
vear on a joint project to eliminate some of the paperwork in connection with the 
withholding and reporting of social security and income taxes We have developed 
a plan which provides for a single wage report under the old-age and survivor 
insurance and the income-tax withholding systems, instead of the quarterly and 
annual reports now required of emplovers. We hope that legislation will be 
enacted during the current session of Congress to give effect to this plan 

We have not vet reached the point where we can eliminate certain tax returns, 
to which I referred last vear, but we have made progress. The results obtained 
from the actions taken to this time will help us determine the extent to which 
elimination of tax returns for certain wage earners would contribute further to 
economical and efficient tax administration Our objective, of course, will 
continue to be that of providing a tax administration which is the least burden- 
some to both the Government and the taxpaver and, at the same time, result in 
expeditious collection of the proper amount of taxes fro each of our citizens 


‘ 


Over the past 2 vears, we have managed to bring the mathematical verification 
of tax computations on returns to a current status, and now all returns are verified 
within the calendar vear in which they are filed. It is interesting to note that 
by the end of last November we had verified 45 million individual income-tax 
returns, or some 98 percent of the 1040 returns which were received during t] 
vear, and found more than a million in need of ce The net yield in addi 
tional taxes to be assessed was some $44.5 millio Verification of the tax com- 
putation is the most basic type of enforcement work, and obviously should cover 
all returns filed. This work is bringing a return of about $38 for every dollar 
expended on salaries of persons assigned to it. 

ACCOUNTING FOR ASSESSMENTS AND COLLECTIONS 

We have also revised our accounting for assessments and collections along 
modern lines. The revised system has now been installed in all the district offices 
We are continuing our effort to improve the system in the hope that t 
ean be further simplified to reduce the administrative cost of operation 

Continuing studyv is being given to the methods and procedures foll 
the collection of delinquent accounts As a part of the new acecounti 


we have incorporaté d an improved method of controlling and ad 
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30, 1954, our inventory of warrants w: 1.7 million as al ot nillior yn 
July 1, 1954. However, for the first time i mie vears, warrants have been 
issued on practically all accounts which are 

We had anticipated that during fiscal 1955 our warrant closings would averagé 
approximately 180,000 warrants per month through the use of 6,000 collection 
officers instead of the 6,500 originally contemplated We felt that this rate of 
closing would enable us to take care of our current issuances and reduce our 
backlog in a reasonable period of time. We have fallen below this scheduled rate 
of closings for the fiscal year to date. IHowever, our program of a tighter collee- 
tion policy, improved procedures, better supervision, correction of the post-of- 
duty situation, and the transfer to clerical personnel of certain clerical work 
formerly performed by collection officers is beginning to pay off, and our rate of 
closings per collection officer has now begun to approach the level we contemplated. 

We still have a serious warrant situation, but I am hopeful that continuation 
of the improvement now under way will initiate a downward trend in the warrant 
backlog. Be assured that we shall follow this problem closely. 
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ALCOHOL AND TOBACCO TAX REGULATORY WORK 


Good progress also has been made in the liquor and tobacco tax field, two of 
the earliest taxes imposed. under the internal revenue system. In addition to 
the collection of taxes, this function also includes the responsibility for policing 
the non-tax-paid, or bootleg liquor traffic, and providing trade practice and 
consumer protection controls over the liquor industry. 

Substantial changes were made in the laws governing this activity in the 1954 
revision of the Internal Revenue Code to modernize the liquor and tobacco tax 
system consistent with modern business requirements and the realistic regulatory 
control of the industries. Many of the changes effected were far reaching in 
their implications, including that authorizing the Secretary by regulation to 
substitute a return system in lieu of stamps for collecting liquor and tobacco taxes. 

IKiven before the revision of the code, however, we had begun a series of studies, 
with the cooperation of the industry, designed to make improvements within 
the framework of the then existing law. On the basis of these studies certain 
changes were made on September 1, 1954, in the supervision of operations at 
industrial aleohol and rectifying plants which eliminated approximately 75 
storekeeper-gauger positions. These studies have been extended to explore 
further simplifications and economies which may be feasible under the 1954 
Internal Revenue Code. I am confident that they will ultimately lead to further 
savings in manpower required to supervise the industry. 

Likewise, a plan has been developed, in cooperation with industry members, 
aimed at greatly simplifying administration of the distilled spirits laws. Under 
this plan distilled spirits and aleohol can be produced, stored and bottled within 
a single type of establishment. If adopted, this plan will eliminate the distine- 
tions between beverage and industrial production, allow proprietors to utilize 
their facilities in a flexible manner and give opportunity for the adoption of 
modern techniques and methods, make such facilities available for national 
emergency purposes at all times, and provide a uniform system of tax determina- 
tion and allowance for reasonable losses of distilled spirits after determination 
of tax and prior to bottling. The drafting has been accomplished, and it is 
anticipated that the legislative proposals can be presented to the Congress at 
an early daie. 

In the law-enforcement field we continue to be confronted with an illicit liquor 
problem in certain areas. Our investigative force has been reduced from approxi- 
mately 1,150 in the years immediately following World War II to 810 as of January 
1954, while the tax on distilled spirits continued at the wartime levels and was 
further increased in 1951. We have endeavored to meet this problem by reducing 
the need for supervision at legally established liquor plants and using the savings 
for field enforcement. 

These savings, which developed from the consolidation of the aleohol and to- 
bacco tax field forces, and the reduction in the storekeeper-gauger force already 
referred to, made it possible to add 175 investigative positions for enforcement 
purposes. We still have less than 1,000 investigators to police the illicit liquor 
traffic, but it is anticipated that further economies in our supervision of legal 
liquor plants will enable us to add, if necessary, to the staff of investigators 
assigned on the eastern seaboard and in the Southeastern States where the major 
illicit liquor traffic exists. The request for 100 new cars, in addition to those for 
replacement purposes, is largely to take care of these added investigators although 
a few would be assigned to intelligence agents. The limitation to 50 for fleet 
expansion in H. R. 4876 would not adequately take care of the new investigators. 
This is important because these people just can’t find stills or catch bootleggers 
sitting in an office or riding on a bus. Nor is it possible to ask them to use their 
personal cars in this dangerous work. 


TAX FRAUD AND SPECIAL INVESTIGATIONS 


Enforcement activities relating to fraudulent or criminal violations of the 
internal revenue laws are the responsibility of our field force of intelligence agents. 
You may have read in a recent news release that during the past vear 542 persons, 
a 10-percent increase over the previous year, were successfully prosecuted for 
criminal violations of the tax laws. The Revenue Service made this possible, 
because all such cases originate with and are perfected by our people. 

During the fiscal year 1954 the Intelligence Division investigated more tax 
fraud irregularities and recommended prosecution in a greater number of cases 
than in any previous year. The additional intelligence agents provided by the 
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supplemental appropriation granted by Congress for the fiseal year 1955 will give 
added strength to the vigorous enforcement program which we already have 
underway. 

We have stre ssed the necessity for A well balanced program covering all types 
of violations, all forms of taxes, and all classes of violators 

The Supreme Court in Decem|! er ruled favorably on the use of the net worth 
} 


method in criminal tax cases. We have used this technique for many ver 
investigating tax evaders who failed to keep adequate records or kept no re 
at all There never has heen any doubt in our minds about the validity 
It is as old and trustworthy as accounting We expect tnese decisions to ai 
materially in pursuing those tax violators who persist in ignoring our revenue 


LEGAL SERVICES 


As expected, rejuvenation of enforcement effort generally and enlargement of 
our fraud investigation activities particularly is being followed by increased need 
for legal services. Tor effective and prompt presentation of fraud cases the special 
agents and enforcement attornevs work together as a team. As the number of 
agents engaged in investigating work increases the legal staff must he increased to 
insure maximum return upon the investigative officers’ efforts. Failure to provide 
necessary legal services would result in costly delays and might impair the effee- 
tiveness of the whole enforcement program 

With the tremendous in¢rease in the number of taxpayers over the past 10 
vears and the decentralization of responsibility and work to the regional and 
district offices, the number of legal problems on the day-to-d 


{ 


lav collection work 
has greatly increased. With this increased respoasibility, the district directors 
require additional legal services which must be given in the interests of economy 
and eflicient administration. 

Section 6405 of the 1954 Revenue Act provides for legal review of overpayment 
cases involving income and excess-profits taxes and estate and gift taxes, where 
the amount is in excess of $100,000, and a report of each allowance to the Joint 
Committee on Internal Revenue Taxation. Formerly the amount was $200,000. 
It is estimated that this change will increase the legal workload in this area by 
some 75 percent. Any delay in prompt consideration and disposition of these 
cases results in the payment of interest by the Government in amounts greatly 
in excess of any amounts expended for adequate review personnel. 

We are requesting in this budget an increase of $750,000 for additional staff 
for these three areas—enforcement, civil advisory, and review work. I am 
happy to be able to report that during the past year economies and improved 
operations have resulted in a reduction of about 56 man-years in the national 
office in attorney and clerical personnel or about 10 percent. These savings have 
been transferred to the field, thereby reducing accordingly the request for addi- 
tional personnel in this estimate. 
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TAXPAYER CONFERENCES AND APPEALS 


Last vear I called your attention to the fact that we were confronted with 


substantially excessive inventories and insufficient personnel in the appellate 
area. The consequence was that there was a longtime lag involved before we 
could inform taxpayers of their finally determined liability and a resulting delay 
in getting a substantial amount of revenue into the Treasury. 

As the result of putting additional people on this work, beginning in fiscal 1954, 
very substantial improvements were made in bringing the workload of the 
appellate division close to what might be called current status. Thus, the 30,000 
cases which were pending on July 1, 1953, had been reduced to 17,250 by the end 
of December 1954. Also in that 18-month period, and after taking into account 
new appeals, the outstanding balance of additional tax and penalty in controversy 
has been reduced from $1.4 billion to $1 billion. 

Continuing attention and effort in this area are necegsary. On the basis of the 
number of employees presently allotted to this activity it will be possible to con- 
tinue our concentration on the reduction of workload to the point where taxpayer 
will have appellate facilities promptly available to them so that their problems can 
be considered and resolved as auickly as taxpayers are ready to present their 
cases. 

INSPECTION 


Our inspection activities consist of the internal audit and internal security work 
within the Internal Revenue Service. Last year, I told this committee that we 
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anticipated increased activity in both the internal audit and internal security 
fields but that we anticipated we could handle the increased workload without an 
increase in manpower. 

This has been accomplished. The internal audit program has been established 
on a sound basis, and has been expanded beyond the internal audit of financial 


transactions to include all phases of the internal operations and management of 


the Revenue Service. The information provided through this new program dur- 
ing the past vear has been very revealing and most helpful. 

In the internal security activity, we completed 3,253 investigations of employees 
and prospecti\ e emlpovees during last fiscal vear, including 1,295 cases involving 
allegations of acts of misconduct of one kind or another on the part of employee 
These investigations resulted in 505 ad erse actions. All investigations involving 
employee misconduct are closely coordinated with those being conducted by the 
Department of Justice and all criminal violations are promptly referred to that 
Department for prosecution. These refervals resulted in 39 convictions. 

This work will continue to expand during the current and forthcoming budget 
years, since the program is new and has not yet been advanced to full stride. The 
internal audit goal is a comprehensive internal audit of all regional and district 
activities at least once a year. The volume of character background investiga- 
tions will be increased by the expanded employment program as well as by the 
carrying out of necessary background investigations of a proportionate number 
of incumbent employees who have not been investigated as required under current 
established procedures. 

Again, however, we believe the expanding workload can be handled with avail- 
able manpower as we shall continue to improve our auditing and investigative 
methods and techniques to increase the production as well as the quality of our 
work. 

TECHNICAL WORK 


Our tax rulings problem during fiscal year 1954 was primarily one of reducing 
a large backlog of requests for rulings under the 1939 code. This work was 
brought to a current status and we received many letters from taxpayers com 
mending us highly for prompt service and more understandable rulings. We 
expect a big increase in the number of requests for rulings under the newly issued 
regulations covering the 1954 code. Incidentally, our efforts to issue those regu- 
lations has been quite a job, but the quantity and quality of the work our tech- 
nical people did on this project, as well as their fine work in assisting congressional 
committees with the development of the new code, has been of the highest order. 

We are continuing the policy, which I discussed with you last year, of publishing 
an increased number of rulings. 

In the whole srea of rulings, regulavions and technieal serviees, we hi 
deavored to eliminate inequities, reduce areas of controversy, provide 
derstanding and clarification of major problems and issues, eliminate 
tTaxpavers ind Lene rally lnprove sery ice to the publie as well as to our o 
peo} le. 
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ORGANIZATION AND MANAGEMENT 


» | reported fo vou on the organization and mai agement problems still 


i us at that time and also on the need for strenethening our adminis- 
wa totes alle Gc On fon tay tae Ge ae ce It 
me to be able to tell vou today that we have mad very satisfactory prog- 
accomplishing what we set out to do 

The organization of the Internal Revenue Service 1s on a sound basis. The 
the reorganization of the Service, with its disrupting influences, is now 
us. The one important organization job which has not yet been 
e matter of reducing the number of loeal offices to obtain the benefit 
ass operations and closer supervision, I was hopeful that this problem would 
be solved long before now, and so indicated to the Congress last vear Ilowever, 
I can report to vou now that we are very close to its solution, and will reach firm 
decisions on the location of local offices in the next few months. 3v the end of 
the vear we should have our local offices cut down to the number which will pro- 
vide us with the best pattern for administering our field activities and providing 
essential services to taxpayers. 

The administrative programs relating to personnel, budget and fiscal matters, 
training, public information and administrative services are off the ground and 
pulling their share of the load. We are requesting increases in the administrative 
area for only two items—equipment and furniture replacement, and housing. 
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We have evaluated the condition of our furniture and equipment by taking a 
complete inventory of these items. Much of this equipment and furniture is old 
and in poor condition—according to General Services Administration replacement 
standards, 40 percent of our equipment and 15 percent of our furniture should be 
replaced. We propose to make a start toward getting this load off our backs by 
replacing, during the coming vear, one-fourth of the substandard equipment and 
furniture. To do this we are requesting an additional $1,500,000 

The space situation in our field offices has been vastly improved. Much of our 
work in consolidating office space in single buildings and in housing our operations 
in more suitable quarters is behind us. However, we still have many housing 
problems. For these and other improvements we are asking $1,200,000, and 
| should add that this amount is for improvements not budgeted for by the 
General Services Administration. 

That, gentlemen, concludes my report to you. I feel compelled to ask that the 
$7.5 million cut be restored. The fiscal necessities of the Government demand 
that our examination force be inereased until the limit of productive examination 
work is reached. I shall be pleased to elaborate further upon any phase of our 
activities concerning which you have question 


INTERNAL REVENUE SERVICE 


Senator Ronertson. The next witness is Hon. T. Coleman Andrews 
Commissioner of Internal Revenue. 

Mr. Andrews, we will be glad to hear the summary of your prepared 
statement, which has already been presented for the record. 

Mr. Anprews. Mr. Chairman, for my part, let me say that TI am 
grateful for the opportunity just to summarize it, because I have a 
pretty bad case of laryngitis, and it won't take me long. Also, in view 
of your statement earlier today, I will restrict myself to just the 
matter of the restoration of the cut. 

The prepared statement covers the whole operation, practically, 
of the Revenue Service, and, as you say, vou have the record of the 


House committee, and I think that is adequ: ite. 

The main thing that | would like to do is to explain the figures that 
the House committee used, or rather correct the figures that the House 
committee used, in stating its reason for cutting off $7); million of our 
requested appropriation. 


PERSONNEL 


We evidently must have done an awfully poor job of stating our 
case, because it is totally incorrect to say that we were authorized to 
employ 1,450 agents and given funds to do that. 

As a matter of fact, we were only authorized to employ and given 
funds to employ 1,062 additional agents 

[t was also incorrect to Say that we had only added 289 agents to the 
payroll. Actually, we have added ¢ ul = 220 of the 1,062 

I will explain the details in a mome 

Also, and this is one thing I just cannot explain, one reason given 
was that we had reached the optimum level of employ ment | do not 
know how that arose. I do not recall any testimony that would have 
led to that conclusion. In fact, I do not recall any testimony on that 
point, specifically on that poimt at all. And, moreover, | want you 
gentlemen to know most explicitly that we are a long, long way from 
our optimum level of employment, on any basis you choose to look at 
it, either from a standpoint of how many we can get—though we can 
get all we want, we believe—or from the standpomt of how many we 
can use, 
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Actually, we are not examining more than about 30 percent of all 
the returns we should, and when you see the terrific profit we derive 
from that activity, I am sure you will see why we are asking to restore 
this $74 million cut. 

Now, let’s go back for a minute and get the figures straight. In our 
regular budget for 1955, we indicated the employment of 645 additional 
revenue agents. In our supplemental, as sent over here by the Treas- 
ury and approved by the Budget Bureau, we indicated an employment 
of 800. Now, true enough, that was 1,445 all together. But as a 
result of congressional reduction of our supplemental request from 
$9,750,000 to $7,750,000, we lost 346 right there. And then there 
were some fringe benefits, you know, that we had to absorb, that were 
not provided for in the budget last year, benefits that were adopted by 
Congress after the appropriation bill was passed, as I recall it, but 
which nevertheless we had to comply with. And that took money 
that would have provided another 37. So, all told, our 1,445 got 
whittled down 383, to 1,062. 

Now, prior to July 1954, we had already taken on 43 of those people. 
So we entered the year with 43 of our 1,062. 

Between July 1, 1954 and the end of January of this vear, we had 
taken on another 289. That is the 289 mentioned in the House re port. 

Now, here is the big thing that [am afraid we did not e xplain clearly 
to the House, or they misunderstood. When you talk about revenue 
agents-—and mavbe we were to blame there—you can, of course, take 
a nerrow view of what the revenue agent is. But when I talk about 
revenue agents, I am talking about auditors of any kind or characte ? 
usually except fraud investigators, whose activities bring us in money 
in the form of additional assessments. 


VALUE OF OFFICE AUDITS 


And we found last year that certain types of office audits were paying 
us off very handsomely, and that instead of employing all of this 
1,062 people to be assigned to going out in the field to make audits, 
we should balance up our office audit. 

For instance, we found that 68 percent of all the refund returns that 
were filed—you see, a lot of returns come in showing a refund going to 
the taxpayer—we found by careful selection that 68 percent of those 
we picked out as being probably good really were good from the stand- 
point of profitable audit. They had errors in them. And we made 
$44% million out of that 1 operation alone, which is 6 times this cut 
that has been put in here by the House. Mind you, now, you can’t 
see these things like this except by study and analysis. You might 
say, ‘“Why didn’t you know that when you came in last year?” It 
was just one of the many things we were studying to improve the job 
that we were doing. And so, instead of putting on 510 revenue agents 
or field auditors, we simply ‘took office auditors. They both do the 
same thing. The ‘y both get the same results, except that this office 
audit thing presented such a tremendously good immediate return. 

And so we had the 43 that we had taken on just prior to July 1, 1954, 
the 289 hired between July 1, 1954, and the end of January of this 
year, and the 510 that we made into office auditors or used as office 
auditors. And that leaves us, gentlemen, only 220 to be absorbed 
between now and June 30, and we are in the process of hiring them 
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now. So that by the time this year end rolls around, we will have 
hired every single auditor that the original and supplemental appro- 
priation affords. 

So to say that we did not employ the people we were supposed to 
employ and we were given funds to employ is, of course, Inaccurate, 
for the reasons stated. 

And, as I say again, I am just afraid that was our fault. 

That is the explanation. Ido not want to take your time by talking 
too much about optimum employment, but just let me say this, that 
as long as I can get returns of from 20 to 40 to 1 on the use of auditors, 
whether they be field auditors, office auditors, or mathematical 
verifiers, or no matter what they are, 1 would like to continue to 
employ people. Because that means money. 


EFFECT OF HOUSE CUT 


For instance, what would this cut of $7% million mean? I will tell 
you exac tly what it would mean. It would mean next year the loss 
of $75 million. It will mean ultimately a loss of $150 million. 

Senator Roperrson. You mean if we cut it $7,500,000, we are 
going to face that kind of a loss? 

Mr. AnprEws. You are going to lose that much revenue. That is 
just a, b, c, and plain arithmetic. Because those men in the first year 
can bring i in 10 to 1 of what you ps ty them, and by the third year they 
can bring i in 20 to 1. So, don’ t let’s kid ourse Ive s about that. 

How many returns you audit is a matter of manpower, properly 
trained, well selected, and properly directed. And if you haven’t 
got the m, you do not get the money. We can take them, and, in a 
matter of a few months turn them into good auditors. We get mighty 
fine young men now. We have got them interested. And bear in 
mind that this loss is cumulative. In other words, if we stop here, 
you are losing that every year. 

Senator Ropertson. And you also run up against the statute of 
limitations if you let it go too long. 

Mr. Anprews. That is ex xactly right. Three years, and you are 
out. 

We believe there is a point beyond which you should not go in 
hiring auditors, because you are bound to get to a point where the 
law of diminishing returns begins to work against you. We are not 
within a mile of that. We are not within a mile of that yet. That is 
what this cut, gentlemen, will do to us. 

I would like to say one or two other things about that. As Secre- 
tary Humphrey said to you, we have had remarkably fine results from 
the improvement in our whole enforcement program, from the use of 
these additional men. 

You know, we started out with the general agreement in the House 
committee and in the Senate committee, I believe, a couple of years 
ago, that adding a thousand revenue agents a year, until we got to 
double the number we started with, which was 7,300, which would 
give us fifteen to sixteen thousand, was a good program. And we 
have set our sights op that kind of a program. 

Now, we hope that program is not going to be interrupted. 
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TOTAL PERSONNEL 


Chairman Hayprenxn. What is the total number that you have now? 

Mr. Anprews. We will wind up this year, Senator, with a little 
over 11,000. Well, you might say, “If you only had 7,300 when you 
started 2 years ago, and you only put on a thousand here, how in the 
world will you do that?” Well, there is a very simple explanation. 
We had a great many people in our Collection Department who were 
qualified to be revenue agents. And we said, “All right. By gosh, 
we will give you a chance to do that.’’> And we did. And 2,000 of 
them qualified, and we qualified them and moved them over to reve- 
nue agents. That is how you account for that difference there. 

Chairman Haypen. Do you have any difficulty in recruiting people 
either for the office positions, to which these men and women went, 
or for revenue agents proper? 

Mr. ANpREws. No, sir, Senator: we are not having difficulties now. 


PERSONNEL RECRUITMENT 


Let me go back, though, because that question deserves an answer 
much more than just a categorical “ves” or “no,” 

When we took over, we were having extreme difficulty getting them. 
And this is a terribly important thing from the st: andpoint of some- 
thing | want to tell you in just a moment. We were losing revenue 
agents so fast that we were not even able to replace our attrition. We 
dropped down, kept dropping, until December of 1953. And it was 
only 15 months ago—and this is what is important in relation to the 
production figures. I want to give you—it was only in January of 1954, 
less than 15 months ago, that we turned the corner and began to add 
rather than lose, 

Chairman Haypenx. How many men actually did leave the service 
in 1953, and how many left in 1954? 

\Ir. Anprews. I don’t know as I could answer that exactly, but | 
could tell you this. We were having trouble getting people. But 
when, with the help of the House and. the Senate, we ‘adopted a pro- 
gressive program, we reinstituted interest on the part of people in 
working for the Revenue Service. 

| think one of the greatest things we ever did in that respect was to 
establish this training school at the University of Michigan. Because 
that gave a new status to our revenue agents. And for the first time 
in a number of years, we began to attract young college men and 
women who wanted a career in the Revenue Service. And we now 
have that going well, w ith people interested. If we lose that, Senator, 
that is going to be the greatest loss of all. 


COMPENSATION 


Chairman Haypen. What is the initial compensation per year 
that a revenue agent or accountant gets? 

Mr. Anprews. Some at $3,400 and others at $4,200, isn’t it? 
It is entirely too little, sir. It is much too little. But nevertheless, 
we get them. Because we can promote them reasonably fast until 
they get up to a better compensation. We have to fight awfully 
hard to get them, though, in competition with industry. 
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Chairman Haypen. That is what I was thinking. 

Mr. ANpreEws. But we are getting them. We are getting them 
because we have got a good program, because we have got a good 
organization, because we have got good policies. But this cut will 
destroy that absolutely and completely, | can assure you. We will 
not be getting them any more. We will be starting down again. 

The thing I wanted to call your attention to was that in the 7 
months ended January 31, 1955, as Mr. pense cmes pointed out, we 
did 15 percent more audits and collected or put on the books $144 
million more in additional assessments em we did in the same period 
the year before. That amount of money is 20 times this cut. You 
can see why we are asking that you restore that money. These men 
are paying off. And we don’t want to dishearten the organization 
now by having our whole program frozen where it is, and then see 
our operations turn downward. Because no organization stands 
still. It is either going forward, or it is going to go backward. 

Senator Ropertson. It is clearer to the chairman what these new 
revenue agents will produce than wh: ul the new automobiles will 
produce. Will you explain that request? 

Mr. Anprews. I expect Mr. Delk will know more about that than 
I, but I think I can answer your question. 

Here is our situation as to that: When we came into the situation 
here, we found that the alcohol and tobacco tax provisions had not 
had substantial change, Senator, since back in the 1860’s. And we 
had people living around the clock at these legalized distilleries and 
breweries, the place where whisky is really made, that we did not 
think were necessary. And so we worked out a system whereby we 
vet the same control with a lot less men. And so we took 150 men out 


of these distilleries and put them out chasing bootleggers and moon- 
shiners. And those men have got to have automobiles to do it with. 

Also, our intelligence people need some additional automobiles 
That is where the need for the automobiles comes. 


INCREASE IN ILLEGAL LIQUOR ACTIVITIES 


Senator Dirksen. Mr. Commissioner, let me ask at this point: 
What is the increase in bootlegging and illicit distilling activities over 
the last few years? 

Mr. Anprews. I will have to supply that. We may have some 
statistics here on it. I can say that it was going up until we began 
to make this switch. We think that this switch of so-called store- 
keeper gagers to enforcement people in the field is going to resist that 
trend. If it doesn’t, we will continue to bear down on it and reduce 
our administrative cost of the alcohol and tobacco tax and put more 
agents on, with savings. 


SUMMARY OF ENFORCEMENT ACTIVITIES 


Senator Dirksen. | wonder if you can insert in the record at this 
point, unless you did for the House, a tabular statement showing still 
seizures, say, over 15 or 18 years, whatever it is, so that we can get 
a rather comparable idea. 

Mr. Anprews. We have it for 1940, 1945, 1950, and then year by 
year. 
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Senator Dirksen. My information is that the number of seizures 
is going up markedly and is back around 1940 or 1942 levels. 
(The information referred to follows:) 


Alcohol and tobacco tar—Summary of enforcement activities 


| Mash seized Arrests | Number of 
Stills seized (wine gal- ; investi- 
lons made ; , 
ons) gators 


Fiscal year 
1940 ie ) 25, 638 
1945 2 2, 11, 104 
1950 , 03 : 10, 236 
1951 0, 177 , , 384 
1952 , 268 5, 9 S51 
1953 , OVS i, 4, 370 
1954 , 266 i, 72% 9, 344 

Ist 7 months 


1954 », 16 5, 227 


1955 3, 97 5, 647 
1 As of Mar, 12, 1955 


FURTHER DISCUSSION ON FIGURES 


Mr. Dex. If I may, I would like to discuss what is behind those 
figures, because the figures themselves do not give a complete picture 
of it. And to do so, if I may, I would like to give you a few figures 
right at this point. 

In 1940, there were 10,600 still seizures. There were 25,638 arrests. 
In 1954, as a contrast, there were 11,200 still seizures, and there were 
9,300 arrests. 

We have been studying this as a matter of enforcement, and we 
find that you go several ways. It may seem ridiculous on the face of 
it, but, however, it is nevertheless true that you can seize more stills 
and get less arrests, or you can make more arrests and seize less stills. 

[t works out this way. It takes more manpower to maintain sur- 
veillance on a still in order to catch the operators there operating the 
still so as to make the case. You can go in and break up the still 
whether the people are there or not, and you get a still seizure, but 
you didn’t catch the people. 

Senator Ronertrson. Which is better? To get the men, or to get 
the still? 

Mr. Anprews. To get the man. 

Mr. Deux. It depends, in some localities. It is generally better to 
get the man. 

Senator Ropertson. We had a man down in Lynchburg named 
Jack Lee. Mr. Andrews remembers him. He was a very brilliant 
lawyer. And he had a favorite moonshiner that furnished him 
mighty fine apple brandy, and he wrote Mr. Lee a letter one day 
referring to a little visit of the revenuers and said, ‘“The old cow is 
dead, but they left the calf.” They got his still, but they did not 
get him. 

Mr. Anprews. That is right. 

Not only that, Senator. They can start another still in 2 days 
You can break up a still, you can dynamite it, and they will be in 
operation in 2 days. They all know how to make them. 

Senator Ropertson. So you are putting on more men. 

Mr. Devx. Yes, sir. And it is out of savings. 
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Senator Ropertson. To catch the operators rather than the equip- 
ment. 
Mr. ANprews. We are reducing overhead. 


HOUSE CUT IN AUTOMORILES 


Senator Rosertson. Mr. Delk testified that he needed an addi- 
tional 100 cars, and the House gave you 50 additional cars, and the 
House report did not say why they cut it from 100 to 50. Do you 
know why they cut it? 

Mr. Dek. | am not aware of any basis, sir. I don’t recall any 
testimony that would bear on that. We explained the fact that a 
hundred cars was our regular program of replacement and 100 cars 
were for these additional men that we had put on out of savings. 
We did not ask for the additional money for these men. 

Senator Rozertson. Do you wish to amplify on your present state- 
ment about why you need the hundred ears, need all of the hundred, 
and not just 50 of them? 

Mr. Deux. Yes, sir. We have added in my recollection about 175 
enforcement officers in the field out of savings, and we need these 
cars mainly for them. In addition to that, we have previously added 
something over 200 special agents out of savings, and we do not have 
cars for them. ‘These are income tax fraud special agents. And we 
need cars for them. And we have not asked for the funds up until 
now, until we made sure, by studying the use of the cars, that they 
had to have additional cars. 

So we have not here asked for authorization even in proportion to 
the number of cars we used, because we have brought greater effec- 


tiveness and are making the cars we already have serve more agents. 
Senator Rosertrson. Then I understand that all you ask us to do 
is to restore the authorization for 50 new cars. We do not have to 
do anything about the money. We just authorize you to get the cars. 
Mr. Dex. That is right. 
Senator Rospertson. You will find out how to get it? 
Mr. Deux. That is right. 


) 


NEED FOR VIGOROUS ENFORCEMENT PROGRAM 


Senator Dirksen. Of course, Mr. Chairman, | think it ought to 
be made clear that when all is said and done the Treasury has an 
obligation to carry out vigorous enforcement in that field. Because 
you cannot take $10.50 a proof gallon from licensed distillers and 
then let this market be torpedoed by moonshiners and bootleggers. 
Because when you take it from one side, and they do not complain 
too much about it, and then when you let somebody skim the profit 
from the market with stuff that is not fit to drink, it is a pretty kettle 
of fish. And so, I think the Government’s obligation is fully recog- 
nized there, and they have got to have the tools and instrumentalities 
with which to work. 

Mr. Anprews. In our alcohol and tobacco tax work, we have 
reduced our operating expenses by about a million dollars, and at the 
same time we have provided a great deal more enforcement than we 
have had before. And, very frankly, gentlemen, it is extremely 
embarrassing to the Commissioner to find himself on the short end 
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of a scorching criticism for failure of the Government to provide the 
enforcement that it should when, after all, he can only provide what- 
ever enforcement the money made available to him will afford. 
Senator Rorertson. Has the manufacture and sale of bootleg 
whisky been on the increase in the last year or two? 
Mr. ANprEws. That, I don’t think you could possibly say. 
Senator Ronertson. Do you save the Government tax revenue if 
you put the moonshiners out of business? 
Mr. ANprews. Does it what? 


ILLICIT STILLS 


Senator Ropnertrson. Does it save the Government revenue by 
breaking up the operations of moonshiners? 

Mr. ANpreEws. It unquestionably does. Let’s recognize this thing 
for what it is, though. Your principal moonshine problem is in two 
areas, one in the big urban areas around New York and the other in 
the southeastern part of the country. They are two entirely different 
problems. The fellow in New York is manufacturing stuff and selling 
it over the counter or under the counter to these operators, who will 
take it and doctor it up and sell it for whisky. He manufactures 
alcohol, 

In the South, it is an economic problem. And I would say you 
could break up an awful lot of stills in the South, and in fact almost 
put them out of business, but you would not get a proportionate 
replacement with legal whisky. 

Therefore, the Government would not collect tax on as many 
gallons of legal whisky as it lost on illegal whisky. Because, it being 
an economic problem, those people probably would not buy the legal 
whisky at the price they would have to pay for it. 

Senator Rogertrson. So in some respects you can gain revenue 
and in other respects you are keeping faith with the man who paid 
a tax of $9 a gallon and does not want his competitor to pay nothing. 

Anprews. That is the state of affairs. In the North we make 
money. Every still we knock out, in my opinion, means that we are 
adding to the revenues of the Government. 

In the South, it is hard to estimate. But I would say we do not get 
a gallon for gallon return, because of the economic aspect of it. 

Senator Dirksen. Mr. Commissioner, it is my understanding that 
the stills that are coming back into operation are much larger than 
the little stills they used to operate. 

Mr. ANpDrEws. Some of these things are pretty elaborate. 

Senator Dirksen. So that the volume turned out is of real dimen- 
sions? 

Mr. ANpreEws. Well, we found one right over here 10 miles from 
Washington, vou know. They had the stack coming out through a 
gable of the house. You could not tell it. And it was a three story 
column, a pretty good outfit. 


HOUSE TESTIMONY 

We said this in our statement. This was not intended to be face- 
tious at all, gentlemen, but I would like to read it: 

The request for 100 new cars, in addition to those for replacement purposes, 


is largely to take care of these added investigators, although a few will be as- 
signed to intelligence agents. 
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That is, in the income tax field. 

The limitation to 50 for fleet expansion in H. R. 4876 would not adequately 
take care of the new investigators. This is important, because these people just 
cannot find stills or catch bootleggers sitting in an office or riding on a bus. Nor 
is it possible to ask them to use their personal cars in this dangerous work. 

Moreover, let us look at this thing a bit realistically. I found out, 
when we went into this situation, that there were cars over there 6 
years old; that we were expecting men to chase moonshiners and boot- 
leggers with them. And I am not going to ask them to do that, be- 
cause every man we kill causes an awful lot of sorrow and grief. And 
so, therefore, this thing is to some extent a modernization program. 

Senator Ropertrson. As the chairman has indicated, it involves a 
language changed on page 3 of the bill, under the head of Internal 
Revenue Service, so many automobiles. You asked for 200, and the 
House put in language “not to exceed 150.’ We are asked to restore 
the language that you asked for, and it does not vary the total amount 
of money requested. 

Mr. Anprews. That is right. 

Senator Rosperrson. The total that is carried in the bill. 


APPLICATION OF STATUTE OF LIMITATIONS 


Chairman Haypen. Mr. Commissioner, you mentioned a few 
moments ago about the statute of limitations running in 3 vears 

Now, is that true of all income taxes? 

Mr. Anprews. Oh, no. That is on the general run of returns. 
On fraud, we have a longer period. 

Chairman Haypren. How long? 

Mr. Anprews. We have 6 vears in some cases, and then there are 
other cases in which T believe it is 5. At any rate, we have approxi- 
mately double the period. 

Chairman Haypen. If the fraud is detected, then there is no limit 
on the number of vears within which he can be prosecuted? 

Mr. Anprews. No, sir, there is a limit to the number of vears 
within which vou can prosecute, which is 6 years. There are certain 
other tvpes of cases, gross negligence or something of that kind, 1] 
believe, which is 5 years. But | am coming to that. 

Now, then, if vou find 25 percent of the tax omitted, you can go 
back. If vou find fraud, vou can go back forever. We can collect 
the money, in other words, but you cannot put them in jail. ‘There is 
no limit on civil fraud, and no limit on collection in the case of civil 
fraud. There is a 5-year limitation if you find an omission of 25 
percent of income, gross income. There is a 3-year limitation if the 
return is regular. There is a 6-year limitation for prosecution for 
fraud. 

Chairman Hayprn. Then, having initiated a prosecution, once an 
indictment is found or something like that, when the case goes to 
trial, there is no statute of limitations on that? 

Senator Ronertrson. That stops the running of the statute. The 
indictment stops the running of the statute. 

Mr. Anprews. That is right. 
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SALARIES OF AGENTS 


Chairman Haypen. You start a man off at $340 a month. That 
is not much pay. What does a special agent get when he improves? 
Mr. Anprews. Well, they get up to around grades 11, 12, and 13. 

Chairman Haypren. How much a year, or how much a month? 
[ do not understand the grades. 

Mr. Anprews. $7,000 a year for grade 12. 

Chairman Haypren. How long does it take for a man to work from 
$4,200 up to $7,000? 

Mr. Anprews. It would take him from 5 to 10 years, too long, 
Senator, much too long. 

Chairman Haypen. Well, what are you doing about it? 

Anprews. There is nothing we can do about it in the Revenue 
Service, because that is a general civil service rule that has got to be 
handled on a government-wide basis. But we do have, I believe, 
now, some limited number of exceptions that can be made. 

But with as many people as we employ, it is not adequate for our 
purposes to get the people up as fast as they should be. 

lor instance, | can speak from a lot of experience in the accounting 
business, where our situation is very similar to what it is here in the 
Revenue Service. I have seen many a young man come into the 
accounting business and in 3 years become almost a top-notch man. 
There you can push bim right on. 

Here, no matter how ood he is in 3 years, it would be very hard for 
us to get him up to what he deserves. 

The thing just is not fair. But it is not a thing that the Revenue 
Service can solve by itself. It is governmentwide. 

Senator Rornerrson. Is that in any way affected by the proposed 
reclassification of classified civil-service employees? 

Mr. Anprews. [ am not familiar with this proposed reclassifica- 
tion, Senator. 

Mr. Derk. I know of no reclassification for regular departmental 
employees. The reclassification you may have in mind, Mr. Chair- 
man, is probably that for the postal service. 

2 Senator Ropertrson. Did you say that reclassification is limited to 
the postal employees? 

Senator Dirksen. Postal employees, yes, in the bill. 


NEED FOR PROMOTION LEGISLATION 


Mr. Detx. However, Mr. Chairman, we do have a project on within 
ourselves to study just what, we would say, should be the journeyman 
level for these agents. In other words, with given experience and 
ability demonstrated to handle a certain quality of returns or returns 
of certain difficulty, they should be at a certain level of pay or grade. 
And with that study, we hope to get the Civil Service Commission to 
endorse, because we believe it will require some legislative revision, to 
endorse the program to Congress so that the Congress may make more 
flexible the classification act for departmental employees so as to recog- 
nize this problem and permit us to solve it. 

Chairman Haypen. What are your entrance salaries compared with 
the entrance salaries of, say, the Federal Bureau of Investigation? 
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Mr. Vance. We enter them at grades 5 and 7, and they enter them 
at grade 10. 

Charman Haypen. How much difference in money? I do not 
know what these grades mean. 

Mr. Vance. Grade 5 is $3,400, Senator. That is the grade level 
at which we enter people mas out of college with no experience. After 
6 months of experience, we can promote them to $4,200. Of if they 
had experience prior to comir a with us, we enter them at $4,200. 
But the entrance rate for grade 10 is $5,500, Senator. 

Chairman Hayprn. A college man comes out and goes into the 
Federal Bureau of Investigation, and he starts out at $5,500. 

Mr. Anprews. Yes, sir. 

Chairman Haypen. And in your Bureau the best he can do is $4,200. 

Mr. ANprews. Yes, sir. 

Chairman Haypen. I cannot see for the life of me any difference in 
the quality of men required to collect the revenue. 

Senator Dirksen. There is the element of hazard that Congress 
took into account. 

Mr. Dek. We have the same situation. 

Senator Dirksen. You do not mean everybody. 

Mr. Deux. No, the alcohol tax agents, for example. 

Mr. Anprews. Let’s look at the thing realistically. I am not here, 
of course, to hurt the FBI. I don’t want to do that. I think it is a 
great organization. 

But if you go back over the 25 years of its history, you will find that 
actual hazard in terms of death has been very, very small indeed. 

You need the same kind of qualifications pretty largely for us that 
you do for them, except that our people have | to be auditors primarily. 

Their people are crime investigators. They want high gr: ade young 
men, and so do we. They try to get people out of college, and we try 
to get people out of college. 

The thing that disturbs me more than anything else right now—but 
I do not know what we can do about it—is that if there is another 
round, another rise in the general level of wages and salaries, I am 
afraid we are going to find ourselves in a pretty tough spot. 

Mr. Detx. Mr. Chairman, I would like to point out one thing, 
that there is a difference, in that the FBI is exempt from the same 
Classification Act that we are bound by, that I was talking bout. 
They have special legislation that permits them to take into considera- 
tion the regular departmental classification act in setting the grade 
and pay for their job, but they are not bound by it. So that they set 
their entrance grade higher, and they have by law permission to do 
that. We do not have it. 

Senator Dirksen. They have an earlier retirement age, too. 

Mr. Dex. We have that for our special agents, but not for the 
regular men. 

Mr. ANpDREws. Se nator, as far as I am concerned, as an auditor of 
nearly 40 years’ experience, I don’t think the hazard effect has an 
awful lot to do with it. I think it is a question of what you are paying 
a man to deliver. There you are paying him to deliver violators of 
the law. In our case you are paying him to deliver the revenue. And 
* *y are both important. They both require technical training. 

I don’t think you can discriminate against the revenue people or, 
say, favor the FBI people, on the grounds of greater hazard. 
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Senator, what you were saying is very interesting. I wish there 
was something we could do about it. Right now, I do not know what 
to suggest. 

At the moment, I am deeply concerned about this cut, because I 
want tosee us goon. Weare making more audits, and we are getting 
more deficiency assessments, and we are doing a better job on “collec- 
tions. We are investigating more fraud, and we are prosecuting more 
fraud. And this cut will just stop us dead in our tracks and reverse 
our direction completely. We will be right back where we started 3 
Vears ago. 


ACTIVITIES OF INVESTIGATORS 


Senator Dirksen. Mr. Chairman, as a matter of information, 
since we raised this question of respective hazards in different branches, 
it might be well to insert some figures to indicate what they are. 

Chairman Haypen. That was my suggestion. I wish they would 
do that. 

Senator Dirksen. Could you supply those figures, Mr. Delk? 

Mr. De_kx. Yes; we can supply them. 

(The material referred to follows: ) 


statistics with reference to the activities of investigators and specia nvesli- 


, enforcement branch, alcohol and tobacco tax, Internal Revenue Service, 
on Vay . 1934, and Marcel bo. 1955 

Killed by gunfire 

Killed in automobile accidents 

Who died due to exposure, overexertion or injuries 

Wounded by violators 

Assaulted by violators 

Other injuries in line of duty 


BUDGET RALANCING 


Senator Rornertrson. Are there any other questions? 

Chairman Haypen. I have been convineed that if we go back to 
the lush years after the war, we can talk about balancing the budget 
but there are two ways to do it. One way is to cut down expenses, 
and the other way is to collect more revenue. 

And a billion dollars that is lost because you do not collect it is just 
as harmful to the budget where it comes to balancing it as an appro- 
priation of a billion dollars that should not have been made. 

Senator Rornertson. And so unfair to those who honestly pay. 

Mr. Anprews. Senator, may I add something more to what you 
have said? 

A billion dollars of revenue lost because of failure to collect it may 
be multiplied many times in its effect as against a billion dollars that 
you spend that you do not have to spend. And I will tell you why. 

Because an adequate enforcement of your revenue laws is at the 
very foundation of the success of your revenue system. 

Now, I do not have to call the names of any countries. You know 
what | am talking about. 
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Senator Rorertson. Let us say France. 

Mr. AnpDreEws. France and Italy, for instance. This country can- 
not afford to have that happen to us. If we got down to their level 
of compliance, I don’t know what in the world would happen to us, 
our revenue system would fold up so fast. 

Senator Ropertson. The income taxes in France are a farce. 

Mr. ANnprews. We need an adequate enforcement of the revenue 
laws, done on a basis of equality to everybody, fairness to everybody, 
with an adequate number of people, properly selected, properly 
trained, and properly directed, with a service of integrity and efh- 
ciency from top to bottom. 

And without it, your revenue system stands in jeopardy, and once 
you je Opi ardize vour revenue system, your ec onomic Svstem goes along 
with it. That is as frankly and as honestly as I can put it, gentlemen, 
and it is up to you. We cannot afford to let inadequate enforcement 
continue, and we know it is inadequate now. We know we are a long 
way from either optimum enforcement or optimum employment on 
any basis you want to look at it in the revenue service. 

And I say we cannot afford to let that jeopardize the integrity of the 
whole revenue system. 

Senator Rosertrson. If there are no further questions, we thank 
you, and the committee will stand in recess until 2:30 tomorrow. 

Mr. AnDREws. | am greatly obliged to you for the courtesy and 
patience you have shown. 

I hope we have explained our situation. 

Senator Ropertson. At this point in the record I should like 
insert certain statistical information, as follows: 

A comparison of budget estimates of revenue with actual revenue 
for the years 1928 through 1954; 

A table showing personal income, national income, and the gross 
national product for the years 1929 through 1954; 

A table showing money in circulation; 

A series of tables showing the permanent indefinite appropriations 
for the Treasury Department for 1955 and the estimates for 1956; 

A summary of obligations by object class for 1956; 

A comparative statement of obligations incurred for 1954 and the 
first 6 months of fiscal year 1955; 

A table showing average positions under appropriated funds for 
fiscal years 1954 through 1956; 

A statement showing the number of employees on the rolls 
estimated for specific dates; 

A table showing appropriations and average positions by year and 
by title for 1953 through 1956, estimated. 

(The material referre ed to follows:) 
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Comparison of Budget estimates of revenue with actual revenue—Comparison of total 
Budget estimates of revenue with actual revenue, fiscal years 1928-54 


[All estimates are based on the revenue laws existing at the time of making the estimates; in many years 
there were drastic changes in the law after the estimates were made and these, of course, were reflected 
in the actual receipts] 


Percentage increase or de- 
Estimate issued in January crease (—), actual revenue 
of— over estimate issued in 

January of— 


Actual 
revenue 
Fiseal year (total 
budget ee — - — en _— 
receipts) ! | haa die 
That year | E —" | That year 





Preceding 


Millions of Millions of | Millions of | 

dollars dollars | dollars Percent Percent 
1928 | 3, 907. 3, 944.1 | 3, 652. -—0. 6. 
1929 3, 903. 3, 676.9 3, 675. 6.12 6. 
1930 4, 048. 4,117. 3, 687. —1. 9. 
1931 3, 189. 3, 705. 8 4, 093. —13. — 22. 
1932. _. 2, 005. 2, 238. § 3, 955. —10. 4: —49. § 
1933 2, 079. , 467.9 | 2, 576. —15. | —19. 
3, 115 2, 791. —4, 4 11. 
1935 a | 3, 800. £ 3, 974. 2. —4.3 
1936. _- 4, 116. 3, 991. —6. 3. 
1937 | —9 | —6 
1938 —1.% 
1939 2. 
1940 3.8 
1941 8 
1942 6. 65 
1943 —4. 
1944 6. 65 
1945 
1946 __ 
1947___ | 
1948 _ . | 46, 361. 
1949__. 42,773. ! 
1950 ; 41, 310. 
1951__- : 53, 368. 
1952_. " aie Rema 67, 999. 
19053. . . — 72, 649. 
1954 nc suipion 73, 172. 
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2,816 
, 552. ¢ 
578. 

, 022. 

, 706. 

, 584, 
46, 837. 
44, 043. 
42, 185. 
49, 807. 
69, 040. 
75, 207. 


| 75, 856. § 


w& 


35, 406. 
43, 425. 
42, 854. 
32, 938. £ 
39, 338. ¢ 
46, 148. § 
45, 420. 
41,911. 
61, 939. ¢ 
77, 737. 
75, 521. 
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7.15 | 27. : 
—1.51 | 9 
—3.40 | —6. 5 
—3. 54 | —3.11 
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1 Total budget receipts, general and special accounts on the basis of the daily Treasury statements through 
1952 and on basis of Monthly Statement of Receipts and Expenditures of the U. S. Government for 1953 and 
1954; figures are before deduction of appropriations to old-age and survivors insurance trust fund, appropria- 
priations to Railroad Retirement Account, and refunds of receipts. 


Norte.—Estimates are not adjusted to take account of the changes in legislation which affect receipts sub- 
sequent to the time of making the estimates. 
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Personal income, national income, and gross national product, 1929-54 
[In billions of dollars] 
Gross 


national 


product 3 


Personal National 
income income ? 


Calendar year: 
1929-.- 
1930__- 
1931_.. 
1932..... nite 3 
a ; ; ‘ F 47 
genta sent . wd : 54 
1935_.. ; 60 § 73 
1936__- saeieneus ; aeen : 68 a) 83 
1937. ‘ ‘ 74 91 
ReeGkaens ar : ‘ ene e 69 85 
1939..._- Shed : 73 73 91 
1940...-.- ‘ “ ‘ ‘ , 79 2 101 
 , ee aa ; 96 5 126 
ines ound eoasicn wae 123 159 
1943_-.. wei ‘ ; : - 151 193 
bats ese Tibet geatpanhaine : ‘ 166 ; 211 
1045...... ane , B ‘ 171 214 
1946... -- wediwanenene : ‘ 178 { 209 
1947... ‘ were ‘ ; 191 232 
es bs in oa cand ieescnacs 5 . 209 22% 257 

ee — 207 ) 257 
1950... iédasen . . 227 2 2x5 
Peiktisiccne — = i 255 4 328 
1952__- itd p F 271 ] 346 
1953__- 7s eters 286 305 365 
1954 5__- . ‘ 286 ’ 357 
Ist quarter 4. ..--- 285 2% 356 
2d quarter 4. iS 286 F 356 
oe quarter *......... : . ; 286 296 356 
4th quarter 4 §____- ‘ . : 289 30% 361 
Fiscal year: 
1946... ‘ = sansa 171 r 202 
De ancaincs P ; i ‘ 7 184 ¢ 222 
200 ; 245 
210 2: 260 
213 221 263 
242 26: 312 
263 28 337 
281 30% 358 
286 m 360 


1 Personal income: Sum of all income flowing to individuals (including unincorporated business), both 
from production and from payments such as Government pensions and social security benefits 

2 National income: Net income of individuals and corporations from production, after depreciation allow: 
ances but before income taxes. 

3 Gross national product: Market value of all production of goods and services in the country. 

4 Seasonally adjusted annual rates. 

5’ Estimated by Council of Economic Advisers. 


Source: Department of Commerce, except as noted. 
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Money in circulation 
A. MONEY OUTSIDE TREASURY AND FEDERAL RESERVE BANKS 


{In millions] 


Money out- 


side Treas- 
Held by 
rv ar y arti 
Federal commercial In actual 


circulation 
Reserve banks 


banks 


June 30 


1940 $7, 848 ‘1 $6, 699 
1941 9, 612 1 8, 204 
1942 2, 383 : 10, 93¢ 
19438 421 ; 15, 814 
1944 22, 504 . 20, SSI 
1945 26, 746 25 (07 
1946 28, 245 » a 26, 5 
1947 28, 207 ; 26, 
1948 27, 903 
1949 27, 493 
1950 27, 156 
1951 27, 809 
1952 026 
0, 195 


gm bed bed bred beet eed Ped bed Peed 


9 
» 
9 


~ 


1953 
1954 , 922 


on Pas ee 


B. MONEY OUTSIDE TREASURY AND FEDERAL RESERVE BANKS, BY 
DENOMINATION 


rs » . Trp 
Coin Paper currency 


(including 
silver 
dollars) $1 i ¢ $: $10 $2 $50 $100 


1 of month 
$500 and 
large 


June 1940 $7, S48 $599 546 q OL was 1, 599 485 
June 1941 9,612 681 625 ; 047 607 
June 1942 2, 383 783 704 , 024 S24 
June 1943 421 929 834 778 1,195 
June 1944 22, 504 , 066 006 326 699 
June 1945 ; 26, 746 , 205 OR 1 193 132 
June 1946 28, 245 , 800 998 O87 364 
June 1947 28, 297 , 305 986 996 4166 
June 1948___- 27, 903 , 421 1, 000 737 | 465 
June 1949 27, 493 . 459 1 551 426 
June 1950 27,156 , 496 1 363 386 
June 1951... 27, 809 , 578 1 , 663 405 
June 1952 29. 026 , 678 1,140 | , 187 531 
June 1953 30, 125 , 766 1,176 , 035 645 
June 1954... 29, 922 , 795 1, 183 , 550 659 

1 

1 

1 

1 

1 

] 


te 


S00 Se oo 


, 008 
, 037 
, 092 


Ce ee 


July 1954 29, 892 , 793 , 174 . 564 654 
August 29, 929 , 800 , 183 | 
September _- 29, 985 , 812 , 200 
October 30, 074 819 9 
November. _- 30, 500 , 836 , 236 
December 30, 509 . 834 , 256 


9 578 653 
9, 561 648 
568 | 650 
,716 677 


, 665 , 720 
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Source.—Federal Reserve Bulletin, Circulation Statement of United States Money. 
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TREASURY 


COMPARATIVE STATEMENT OF THE 
ESTIMATES 


Permanent indefinite 


Description 


General and special funds: 
Interest on the public debt 
Public debt retirements payable from 
receipts and other statutory retirements 
Expenses of administration of settlement of war 
claims, act of 1928 
Losses in melting gold 


ordinary 


1956 


1955 appropria- 
tions 


000, 000 


020, 000 


10, 000 
1, 000 


APPROPRIATIONS 
FOR 


AND POST OFFICE APPROPRIATIONS, 


$6, 300, 


FOR 


appropriations 


1956 estimates 


000, 000 
620, 237, 000 


11, 000 
1, 000 


1956 


127 


1955 AND THE 


Increase (+ 
decrease \ 


— $175, 000, 000 
, 000 


, 000 


Refund of moneys erroneously received and covered 

Interest on uninvested trust funds 

Payment to unemployment trust fund 

Refunds and drawbacks, customs 

Refunding internal revenue collections 

Refunding internal revenue collections, interest 

Internal revenue collections for Puerto Rico 

Coconut oil tax, collections for American-Samoa, 
internal revenue. 

Contributions for annuity benefits, White House 
Police and Secret Service forces _- | 

Minor coinage profits, etc 

Silver profit fund... 

Permanent private relief acts 


, 000 
. 161 
, SOS 
, 000 
, 000 
, 000 
, 000 


, 500, 000 
5, 424, 161 
, 095, 000 

, 000, 000 

, 760, 000 

72, 591, 000 
, 000, 000 


, 000 
, 402 


, 000 
, 000 


80, 000 75, 000 5, 000 
138, 
400, 000 
400, 000 


1, 620 | 


000 138, 000 
400, 000 
400, 000 

1, 620 


Total, permanent indefinite appropriations - - 10, 586, 


413, 289 


10, 495, 633, 781 — 90, 779, 
Trust funds (not a charge against revenue): 
Federal old-age and survivors insurance trust fund 
Pershing Hall memorial fund -- 
Unemployment trust fund 
Payment of pre-1934 bonds of the Government of 
the Philippines. ___- 
Mexican claims fund_____- ; 
National defense conditional gift fund... 
Payment of unclaimed moneys 
Panama claims fund ‘ 
Refunds, transfers and expenses of operation, Puerto 
Rico, Bureau of Customs. .. _ 
Refunds, transfers and expenses of operation, Virgin 
Islands, Bureau of Customs._-_. 5 
Refunds, transfers and expenses of unclaimed, | } 
abandoned, and seized goods, Bureau of Customs. 360, 000 | 
Expenses, Treasury Department, enforcement title 
| 
| 


5, 774, 293, 909 577, 
4, 978 


962, 335 


6, 798, 871, 286 
4, 978 


791, 875 


+1, 024, 


1, 502, 1,711, +208, 829, 
145, 000 
500, 000 
500, 527 
100, 000 
174, 678 


145, 000 
, 500, 000 


100, 000 


800, 000 800, 000 | 


220, 000 220, 000 


360, 000 


III, National Prohibition Act, as amended, 


Puerto Rico and Virgin Islands. 92, 088 | 132, 546 | +40, 458 


Total, trust funds........-. 3, 153,515 | 8, 518, 925, 685 | +1, 232, 772, 170 


Grand total, Treasury Department. __- 37, O11, 404 19, 621, 207, 466 | +1, 154, 196, 062 
Special annual appropriations: 
Claims, judgments, and private relief acts_._..- 
Meda! for Irving Berlin__.- : 


256, 448 
1, 500 
2, 257, 948 


Interest on the public debt 

Such amounts are appropriated as may be necessary to pay the interest each 
year on the public debt. The 1956 estimate is $175 million lower than 1955, due 
to full effect in fiscal 1956 of lower interest rates during the past year and the 
fact that the pattern of refunding marketable public debt maturities resulted in 
the payment of more than a full year’s interest on substantial amounts of the 
public debt which was refunded in the fiscal year 1955. 


Cumulative sinking fund 


The cumulative sinking fund may be used to retire bonds and notes at maturity 
or redeem or purchase them before maturity. Amounts to be appropriated are 
determined by percentage calculation against the aggregate of certain outstanding 
bonds. 


Obligations retired from Federal intermediate credit bank franchise tax receipts 

The amounts paid as franchise taxes by Federal intermediate credit banks are 
used in the discretion of the Secretary to supplement the gold reserve or to reduce 
the bonded indebtedness of the United States. 


60590—55 9 
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Expenses of Administration of Settlement of War Claims, act of 1928 

This fund is derived from moneys in the German special deposit account. Sueh 
funds are deposited in a receipt account and appropriated for a portion of the 
administrative expenses incurred in paying awards under the Settlement of 
War Claims Act of 1928 (45 Stat. 262). 
Losses in melting gold 

There is appropriated out of the receipts covered into the Treasury under 
section 7 of the Gold Reserve Act of 1934, by reason of the reduction of the 
weight of the gold dollar by Proclamation of the President, January 31, 1934, 
an amount sufficient to cover the difference between the value of gold as carried 
in the general account of the Treasurer of the United States and the value of 
such gold after melting and refining. 


Refund of moneys erroneously received and covered 

Certificates of settlement, approved by the General Accounting Office, are 
paid for amounts which Federal agencies have erroneously deposited into the 
Treasury as miscellaneous receipts but should have been deposited into other 
accounts or returned to the payees. 


Interest on uninvested trust funds 


Under the terms and conditions provided by law creating the trust, interest 
accruing and payable from the general fund of the Treasury is appropriated 
for transfer to the proper trust fund receipt account. 


Payment to unemployment trust fund 


Public Law 567, 83d Congress, provides that excess collections from the unem- 
ployment tax over employment security administrative expenses be used to 
establish and maintain a $200 million reserve in the Federal unemployment 
account. The Federal unemployment account is a subsidiary of the unemploy- 
ment trust fund. 

The Federal unemployment tax is a 3-percent tax levied upon the payrolls 
(up to the first $3,000 of annual income of workers) of all employers of 8 or more 
workers during 20 weeks in the vear. The employer is permitted to offset up 
to 90 percent of the Federal tax (2.7 percent of taxable payrolls) with any taxes 
paid to an unemployment insurance system under the laws of the State in which 
he does business; therefore, 10 percent of the collections come into the Federal 
Government. 

These Federal tax collections (10 percent) had been intended to repay the 
Federal Government for amounts appropriated for grants to the States and to 
cover administrative costs. However, it has been proved that the costs did not 
reach Government’s share of collections, and the excess of collections over costs 
became part of the general fund and were used to meet the general expenses of the 
Government. Public Law 567 provides that this excess be placed in the unem- 
ployment trust fund. 


Refunds and drawbacks, customs 


Overpayments are refunded, and drawbacks of duties upon exportation of 
previously imported merchandise are paid as required. 


Refunding internal revenue collections 


The act of June 19, 1948 (62 Stat. 560), appropriates such amounts as may be 
necessary for refunding internal revenue collections. 


Refunding internal revenue collections, interest 


The act of June 19, 1948 (62 Stat. 560), appropriates such amounts as may 
be necessary for payments of interest on internal revenue collections. 

This account was established on the books of the Treasury to provide a separate 
accounting for the interest paid on the refund of internal revenue collections. 
(Treasury Announcement of Account Symbols and Titles No. 2752, dated July 
16, 1954.) Since the budget document, the monthly Treasury statement, and 
other reports treat the principal of the refunding account as a reduction of receipts, 
and the interest payments are treated as expenditures, the separation of the items 
into two separate accounts facilitates the proper accounting. 


Internal revenue collections for Puerto Rico 
Taxes collected under the internal revenue laws of the United States on articles 


produced in Puerto Rico and transported to the United States or consumed in the 
island are paid to Puerto Rico. 
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Coconut oil tax, collections for America Samoa, internal revenue 


All taxes collected under the internal revenue laws of the United States on 
coconut oil produced in American Samoa or from materials produced in that 
Territory are paid to the treasury of American Samoa. 

Contributions for annuity benefits, White House Police and Secret Service Force 

The District of Columbia is reimbursed for retirement benefits paid to personnel 
of the White House Police force and the Secret Service. The appropriation 
covers the difference between the amounts paid to beneficiaries and the amount 
deducted from salaries for retirement purposes. 


Minor coinage profits, etc. 
A portion of the gains resulting from coinage of metals into 1l-cent and 5-cent 


pieces is appropriated to cover the cost of wastage incurred in the coinage and 
recoinage of minor coins, and the cost of distributing such coins. 


Silver profit fund 

A portion of the gains resulting from the coinage of silver bullion is appropriated 
to cover the cost of wastage incurred in the coinage and recoinage of silver coins, 
and with the cost of distributing such coins. 
Permanent private relief acts 


Statutory awards are paid to Herman F. Kraft and Sara FE. Edge. 
'RUST FUNDS 


Federal old-age and survivors insurance trust fund 

Under the Federal old-age and survivors insurance system, workers and their 
employers make annual contributions in the form of taxes on wages toward the 
benefits which will be payable when the worker reaches 65 or when he dies. An 
amount equal to the annual contributions, including interest and penalties, is 
appropriated to this trust fund for benefit payments and administrative expenses 
part of which is being used for a building to house the Bureau of Old-Age and 
Survivors Insurance. The excess of income over outgo and annual interest are in- 
vested in Government securities. 


Pershing Hall memorial fund 


The Secretary of the Treasury may invest and reinvest the principal of the 
Pershing Hall memorial fund in interest-bearing United States bonds. Earnings 
are appropriated for payment to the national treasurer of the American Legion 
for use in the maintenance of Pershing Hall in Paris, France. 


Unemployment trust fund 

Under the Social Sec urity Act the Secretary of the Treasury holds in the unem- 
ployment trust fund all moneys deposited by a State agency from a State unem 
ployment fund or by the Railroad Retirement Board to the creait of the railroad 
unemployment insurance account; invests sue h portion of the fund as is not re- 
quired to meet current withdrawals; and credits the fund with interest on, and 
proceeds from the sale or redemption of, any obligations held in the fund 
Payme nt of pre-1934 honds of the Gove nment of the PI lippine 

This trust account was established by the act of March 24, 1934, s amended 
by the Philippine Independence Act of 1939, for the purpose of paying principal 
and interest on outstanding bonds of the Philippines, its Provinces, cities, and 
municipalities, issued prior to May 1, 1954, under authority of acts of Congress 
Appropriations are made from receipts from net proceeds from premium or 
discount on investments. The value of the outstanding bonds is $6,466,850 
Mexican claims 

The Foreign Claims Settlement Commission uccessor to the commission 
established by the Settlement of Mexican Claims Act of 1942 (22 U.S. C. 661 
adjudicates claims of American nationals against the Government of Mexico. 
Zs pay the claims, the act provided for a Mexican claims fund into which would 
be deposited $40,533,658.95, consisting of $40 million from the Government of 
Mexico (payable i in 16 annual installments) and $533,658.95 appropriated by the 
Congress of the United Stat 
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National defense conditional gift fund 


Public Law 537, 83d Congress, authorizes the Secretary of the Treasury to 
accept or reject on behalf of the United States any gift of money or other in- 
tangible personal property made on condition that it be used for a particular 
defense purpose. Such gifts are converted at the best terms available. The 
moneys held in trust are paid to such appropriation accounts as will best effectuate 
the interest of the donors. 


Payment of unclaimed moneys 


Payments are made to individuals who establish their right to moneys held 
in trust pending claims of owners. 


Panama claims fund 


The Foreign Claims Settlement Commission, successor to the commission in 
the Department of State established by the International Claims Settlement Act 
of 1949, adjudicates claims of the United States and American nationals against 
various foreign governments and certifies awards to the Secretary of the Treasury 
for payment out of certain funds received for settlement of the claims. This fund 
was established to receive certain funds from the Government of Panama under 
an agreement dated October 11, 1950. Currently there are approximately 100 
accounts maintained pursuant to awards of the Commission which will be liqui- 
dated by the end of fiscal year 1955. 


Refunds, transfers, and expenses of operation, Puerto Rico, Bureau of Customs 
° A - ’ 7 


Customs duties, taxes, and fees collected in Puerto Rico are deposited to this 
account. After operating expenses have been provided for, available balances 
are transferred to the treasurer of Puerto Rico. 


Refunds, transfers, and expenses of operation, Virgin Islands, Bureau of Customs 


Customs duties, taxes, and fees collected in the Virgin Islands are deposited to 
this account. After operating expenses have been provided for, available balances 
are transferred to the treasury of the municipalities of the Virgin Islands of the 
United States. 


Refunds, transfers, and expenses of unclaimed, abandoned, and seized goods, Bureau 
of Customs 


All proceeds of the sale of abandoned and seized merchandise are deposited to 
this account. Expenses of sale are paid and net proceeds transferred to miscel- 
laneous receipts. 


depenses, Treasury Department, enforcement title III, National Prohibition Act, as 
amended, Puerto Rico and Virgin Islands 


Advances are made by the insular government of Puerto Rico to pay expenses 
in connection with the enforcement of internal-revenue laws relating to industrial 
alcohol in that island. There are no industrial alcohol plants operating in the 
Virgin Islands. 


Sum 


Total 
Appr 
Cc 
oO 
Unob 
Unob 
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Summary of obligations by object class (excluding trust accounts) fiscal year 1956 


General and 
Object class special 
accounts 


Limitation 


accounts Total 





Personal services............- et i ; $427, 652, 164 | $1, 703, 000 
Travel.__. ak ee — 12, 456, 251 51, 500 
Transportation of things____- edie . 5, 127, 020 5, 600 
Communication services. __- Suara etal 15, 289, 115 50, 500 
Rents and utility services____- aie cee 6, 482, 769 262, 000 
Printing and reproduction-_____- jpg Sakdiabionaaebes 21, 477, 742 12, 600 
Other contractual services ; = 44, 187, 402 152, 700 
Supplies and materials bscaectpaeeae eoran 25, 475, 019 | 9, 

Equipment. . eee ome 21, 974, 322 | 

Lands and structures. __- Se eee  . | . 
Grants, subsidies, and contributions - Te i 102, 308, 000 | 102, 308, 
Pensions, annuities, and insurance claims. _- 22, 782, 424 |.....- . 22, 782, 
Refunds, awards, and indemnities.._....__- aiid 3,906, 117,368 |............| S90 0173 
Interest. -_--.-- wea cs 6, 378, 015, 161 | 6, 378, 015, 
Taxes and assessments____- =i eat : = 206 2, 47 
Unvouchered icnmaces : f ' 26, 


Total obligations............-- a 10, 479, 802, 645 | 2, 250, i 10, 482, 052, 6 


RECONCILIATION 


Total, general, limitation and special accounts. -___- ia ‘ $11, 102, 281, 7 
Appropriations without obligations incurred: 
Cumulative sinking fund _. foe —619, 788, 000 
Obligations retired from Federal intermediate credit b: inks, franchise tax receipts _-__.. — 449, 000 
Unobligated balances brought forward. +67, 456 
Unobligated balances carried forward 59, 592 


Total obligations._._.___- beac es As erate males wate 10, 482, 052, 645 


Comparative statement of obligations incurred for the fiscal year 1954 and the first 6 
months of Fecal “ 1955 as of Dec. 31, 1954 (exclusive of reimbursements) 


1954 fiscal | 1955 July- 
Bureau and appropriation year obli- December 
gations | obligations 


Regular annual appropriations: 

Office of the Secretary: Salaries and expenses_-_- $2, 678, 374 

Bureau of Accounts: | 
Salaries and expenses 2, 715, 100 
Salaries and expenses, Division of Disbursement , 689, 420 | 

Bureau of the Public Debt: Administering the public debt , 382, 220 

Office of the Treasurer, United States: Salaries and expenses.. é 2 

Bureau of Customs: Salaries and expenses Slirnnea igicsatte dice , 174, 251 

Internal Revenue Service: Salaries and expenses... , ...| 268, 931, 672 

Bureau of Narcotics: Salaries and expenses. - be bee 2, 803, 130 , 378, 692 

U.S. Secret Service: 
Salaries and expenses 2, 522, 700 , 283, 869 
Salaries and expenses, White House Police___- 710, 906 380, 215 
Salaries and expenses, guard force__ __- 248, 695 33, 147 

Bureau of the Mint: Salaries and expenscs_ - , 439, 882 2, 255, 402 

U.S. Coast Guard: 
Operating expenses_. an | 181, 912, 668 9, 035, 728 
Acquisition, construction, and improvements--. , 310, 797 | , 032, 448 
Retired pay .- pe . , 481, 456 Y, , 951 
Reserve training.-- - 2. 482, 471 595, 634 

Total, regular annual appropriations. _-—._....--.-- " | 618 844, 094 303, 127, 431 
Limitation accounts: 

Office of Production and Defense Lending: 
Administrative expenses, Federal Facilities Corporation Fund_---_-_- 2, 005, 071 948, 000 
Liquidation of Reconstruction Finance Corporation ‘ ; , 636, 661 1, 427, 835 
Civil defense loans. -_-.............--- eet pick ieee 28, 424 25, 000 


Total, limitation accounts---___- ae ieee < 5, 670, 156 2, 400, 836 


Total, Treasury Department ee aici 326, 514, 250 305, 528, 266 


60590—_55——_10 
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Average positions under appropriated funds, fiscal years 1954, 1955 and 1956 
(actual and estimated) 


Actual Estimated average positions 
: tatt average 
f app f | ; ——————— ———— 
41u and appropriation positions, | 
1954 1955 


Office of the Secretary: Salaries and expenses_- ; 56 447 
Bureau of Accounts: 

Salaries add expenses ‘ 386 363 

Salaries and expenses, Division of Disbursement : 5 | 06 
Bureau of the Publie Debt: Administering the public debt... 3, { 3, 830 
Office of the Treasurer, United States: Salaries and expenses. _| 52 | 029 
Bureau of Customs: Salaries and expenses f 460 | 
Internal Revenue Service: Salaries and expenses 726 549 
Bureau of Narcotics: Salaries and expenses . : 386 
U.S. Secret Service: | 

Salaries and expenses. ; 378 | 393 

Salaries and expenses, White House Police. 151 

Salaries and expenses, guard force ‘ { 71 
Bureau of the Mint: Salaries and expenses_. 7R4 
U.S. Coast Guard: 

Operating expenses 3, 254 | 3, 18! 

Acquisition, construction, and improvements 

Reserve training 
Office of Production and Defense Lending 

Liquidation of Reconstruction Finance Corporation... } 299 | 151 

Federal Facilities Corporation. | 8 270 | 95 

Civil defense loans_- 7 


Total, civilian employees ! : 73, 367 


Military: 
Operating expenses, Coast Guard ‘ | 25, 344 25, 991 


Reserve training, Coast Guard ___. . 114 123 123 


75, 036 


Total, military personnel__. : , , 057 25, 467 26, 114 


Grand total__- ‘ | 106, 374 | 98, 834 101, 150 


' Does not include average positions to be paid from Bureau of Engraving and Printing fund (revolving 
fund) as follows: 1954 (actual), 5,129; 1955 (estimate), 4,568; and 1956 (estimate), 4,430. 


Statement reflecting, by organization, the number of employees actually on the roll or 
estimated to be on the roll on the dates specified 


Estimated 


Bureau or office 
June 30, ». 31, | June 30, *c. 31, | June 30, | Dec. 31, | June 30, 


1953 95: 1955 1955 | 1956 


retary 445 
national Finance 7 é | 199 
Account , 437 2, Od 2, ¢ 2, dor 2, 471 
f the Public Debt , 3, 83 ‘ ‘ 3, 820 
the ‘Treasurer, United | | | 
ites Me 1, 198 ¢ , 118 1, 140 , 155 
Otfice of the Comptroller of the | 
Currency ‘ 1, 109 5 , 112 1112; 1,112 
Bureau of Customs LF 8, 317 , d2e O98 8, 226 8, 148 
Internal Revenue Service 53, 24: 51, 168 51,5 50, 360 51, 400 52, 000 
Bureau of Narcotics 3 376 373 381 B81 381 
Bureau of Engraving and Printing 5, | 5, 160 | ; , 172 4, 430 4, 430 
U.S. Secret Service 7 580 7 590 638 641 
Bureau of the Mint . 957 865 730 705 | 
U.S. Coast Guard 5, 84: 4, 959 q 5, 143 5, 032 4, 957 
Office of Production and Defense 
Lending z 2 557 160 
Total, civilian employees 85,490 | 80,865 | 80,893 | 79,177 | 80, 484 80, 856 82, 3: 
Military employees: U. S. Coast 
Guard <i 34,491 | 32,967] 29,154] 28,005 | 28,797} 29,240, 289: 
Grand total : ; 119, 981 3, 83: 110,047 | 107,182 | 109,281 | 110, 096 111, 3: 
| 


! Maximum employment occurs during the 3d quarter of each fiscal year due to heavy seasonal workload . 
On the roll as of Mar. 31, 1954, 3,114; Mar. 31, 1955, 2,996; and Mar. 31, 1956, 3,127. 

2 Under date of Dec. 7, 1954, there was established in the Treasury Department, the Office of Production 
and Defense Lending, responsible for the administration of the liquidation of Reconstruction Finance 
Corporation, Federal Facilities Corporation, and civil defense loans. During the fiscal year 1954, these 
functions were the responsibility of the Reconstruction Finance Corporation. 
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(Whereupon, at 4:25 p. m., Wednesday, March 23, 1955, a recess 
was taken until 2:30 p. m., Thursday, March 24, 1955.) 
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TREASURY AND POST OFFICE APPROPRIATIONS FOR 1956 


THURSDAY, MARCH 24, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 2:30 p. m., in room 
K-82, the Capitol, Hon. A. Willis Robertson (chairman of the sub- 
committee) presiding, 
Present: Senators Robertson, Dirksen, and Potter. 


TREASURY DEPARTMENT 
Bureau or Narcotics 


STATEMENT OF RANDEL SHAKE, NATIONAL CHILD WELFARE DIRECTOR 
OF THE AMERICAN LEGION 


Senator Rospertson. The committee will please come to order, 

We expected to hear personally from a representative of the Ameri- 
can Legion. I have received a letter from the representative saying 
that the Legion will be entirely satisfied if we will merely insert in the 
record a statement prepared by Mr. Randel Shake, national child 
welfare director of the American Legion, referring to the Legion’s 
fight against the evils of narcotics. 

If there is no objection, I will offer that statement for inclusion in 
the record. 

(The statement referred to follows:) 


STATEMENT OF RANDEL SHAKE, NATIONAL CHILD WELFARE DIRECTOR OF THE 
AMERICAN LEGION, IN CONNECTION WitH HEARINGS ON 1HE PROPOSED BUDGET 
FOR THE Fiscan YRAR 1956 CoverRING THE UNiIED States Customs Port 
Parrou, Irc., Marcu 24, 1955 


Mr. Chairman and gentlemen of the subeommittee, I wish to thank you sin- 
cerely for the opportunity you have given me to express the views of the American 
Legion in connection with the appropriation of the necessary funds to strengthen 
this country’s fight against the narcotic evil during the fiscal year 1956. 

The American Legion’s interest in narcotics dates back to our 1950 national 
convention. At that convention many of our delegates, particularly those inter- 
ested in our vast child-welfare program, reported an alarming increase in the illegal 
use of narcotics and most especially the unbelievable increase in the use of narcotics 
by juveniles. The delegates to our convention heeded these reports and adopted a 
resolution calling for the American Legion to cooperate with law enforeing and 
social agencies, community leaders, and educators, to make a study of the use and 
means of prevention of narcotic use among our juveniles. 

At the time of our May 1951 national executive committee meeting an additional 
resolution was adopted. It asked that local posts call the problem to the attention 
of their communities ir order to bring public opinion to bear upon it and likewise 
to ask States to take proper legislative and administrative measures to provide for 
more adequate law enforcement. 
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Ancther resolution was adopted at our 1951 national convention. It was th 
outgrowth of a special committee appointed by the national commander. Th 
committee held a 8-day clinic in New York City attended by Members of Congress, 
doctors, social workers. hospital authorities, law-enforcement officials, narcotics 
addicts themselves, and many others. As a result of this clinie two things hap- 
pened. First, the growing menace of narcotic addiction, especially among chil- 
dren, was brought under the spotlight of publie opinion. The second result of 
this clinie was a 1é-point program unanimously adopted by the rational 
convention. 

Many of the objectives of our 15-point program have been achieved and wi 
feel the Congress of the United States is to be commended for its fine action i) 
helping bring this problem under control. We note with pride and joy that the 
number of juveniles being brought before our courts because of narcotic addiction 
has been steadily lessening. Likewise, the statistics from the United States 
Public Health Service Hospital at Lexington, Ky, have shown a marked decreas 
in the number of juveniles that have been admitted there for treatment. 

We believe, however, that even with the fine accomplishments that have beer 
made in recent vears, we cannot afford as a Nation to coast in our fight against 
this evil if we are to make permanent and lasting strides in its control. It is fo: 
that reason that we are bere today. 

A few short years ago we were glad to come before Congress in support of ai 
adequate number of narecoties agents. We are glad that Congress saw fit to 
bring these enforcement agents back to their prewar strength. At the same tiny 
we feel it is just as important to prevent narcoties coming into our country il 
legally as it is to apprehend those who are illegally selling nareoties after they 
arrive. We are in accord with the poliey of the Bureau of Narcotics in working 
in foreign countries, particularly in those which supply the greatest amount 
heroin, to he Ip locate the source of this illegal traffie. We believe, however, that 
it is not possible to be fully cognizant of all illegal shipments destined for the 
United States from point of origin. It is for this reason that we believe every 
effort should be made to strengthen our port and our border patrols to help close 
the door to illegal nareotie traffie. 

To this end, at Gur national executive committee meeting held May 2-4, 1954 
and again at our 1954 national convention, resolutions were adopted, the pro- 
visions of which we believe would aid in controlling nareoties traffie. 

It is our understanding that administrative measures taken jointly by the 
Department of Justice and the Treasury Department have recently or will soon 
be inaugurated which will strengthen both the border patrol and the Customs 
port patrol. We believe these measures are a step in the right direction and we 
respectfully request this committee to give favorable consideration to the appro- 
priation requests which are aimed at strengthening control of what enters our 
country. We believe that with modern transportation what it is today, not only 
must our ports and borders be adequately manned to prevent the smuggling of 
narcotics but that likewise adqeuate personnel should be available at our airports 
which receive passengers from foreign countries. Any consideration which this 
committee can give by way of approving adequate funds to provide these services 
will be of tremendous value, not only to the youth of our land but to our entire 
national security. 

Some of you may wonder why the American Legion interests itself in such a 
subject matter as customs controls and border patrols. I would like to be 
permitted to state that since 1925 the American Legion has had a child-welfare 
program whose major purpose is to guarantee care and protection to the children 
of veterans and to improve conditions for all children. Today, with something 
like 54 million children who are 18 years of age and under, we find more than half of 
them are children of veterans. We have a tremendous responsibility to protect 
these 27 or 28 million children in any way we can and we feel a like responsibility 
to give all the protection possible to all children. We feel that adequate appropria- 
tions to those agencies dealing with the narcotic traffic is a major contribution to 
our stated purpose and we respectfully request and urge you to give care- 
ful consideration to those appropriations so necessary to accomplish this end. 

For myself, in behalf of the National Child Welfare Commission and for the 
national organization of the American Legion, I want to express our appreciatio! 
for the opportunity to present our views. 
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AMERICAN FEREDERATION OF LABOR 


STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL 
LEGISLATIVE COMMITTEE 


INTEREST IN NARCOTICS PROBLEM 


senator ROBERTSON. Mr. i V, we are elad LO recognize Vou 

Mr. Ritey. Thank vou, Mr. Chairman, and gentlemen. 

Briefly, | want to express the intense interest of the American 
t! ating of this worldwide conspiracy on 


art of the Communists to debauch fightine men and citizens 


Mederation of Labor in the com 


through narcotics. 
| am sorry to sry that the Wea) best suited LO tel] you about tI iS, 
' ‘ } 
and who was here last week, Mr. L. G. Deverall, who represents the 
] 


ree Trade [ ions of the World. 1 } Tokvo, Was unable tO StaVv ovel 
from his engagement when he appeared before the Judiciary Com- 
mittee of the Senate. 

L asked him if he would be cood enough to vive me a brief statement 
that 1 might present to you as the best way to express our interests in 
this huge problem. 

‘ > . 4 . . . 

Senator Roperrson. Do vou offer that statement now for melusion 
into the record? 

Mr. Riuey. Yes, sir. 

senator ROB! RTSON. \\ 1O objection, the Statement of Mr. 
Deverall may be included in the record. 

(Th 4 haweod 4 yay .\ 

1e statement referred to follows: 


STATEMENT OF Ricwarp L. G. DEVERALL, REPRESENTATIVE IN ASIA, AMERICAN 
FEDERATION OF LABOR, FREE TRADE UNION COMMIITEE PRESENTED BY 
GEoRGE D. Ritey, MEMBER NATIONAL LEGISLATIVE COMMITTEE, AMERICAN 
FEDERATION OF LABOR.) 


The undersigned, Richard L. G. Deverall, is the Representative in Asia of the 
ree Trade Union Committee of the American Federation of Labor. I have been 
resident in Japan since 1945, have lived in Japan for 6 years, in India for 2 years, 
and in most of the other countries of Southeast Asia for periods ranging from 1 to 
6 months. Since 1946 or so, I have been a keen student of the narcoties traffie 
in the Far East. 

From 1949 onward, there has been a noticeable increase in the amount of illicit 
narcotics traffic out of the areas adjacent to Red China; that is, Burma, Thailand, 
Malaya, Indochina, Macao, Hongkong, and North Korea. With the Geneva 
Conference and the emergence of the Communist “‘people’s Republic of Vietminh,”’ 
the area of heroin-morphine-opium production has been extended. It can be 
expected that the illicit narcotics traffic will be increased from now on and, as the 
Japanese narcotics chief told me last week when leaving Tokyo to come here to 
Washington, the increase of illicit heroin traffic from North Korea to Japan has 
already indicated that the Communists are significantly stepping up the illicit 
and clandestine export of narcotic drugs. 

This means that as the Communist narcotics traffic is primarily directed to 
the dollar area in their drive to garner dollars for both foreign exchange and re 
payment of the Sino-Soviet loan of $300 million of 1950—this means that both 
Japan and America will continue as prime targets for the marketing of Communist 

xported narcotic drugs. Youth in Japan and America will be the particular 
target. 

It is clear to me that the illicit export of narcotic drugs from Vietminh, Red 
(‘hina, and North Korea will be st arplv increased during the coming vear and 
that therefore the vigilance of the narcotics agents in the United States must 
be intensified. Further, it is also clear that the Japanese narcotics authorities 
must be encouraged to step up their activities in trying to stem and, if possible, 
vipe out the rising threat of narcotics addiction to the vouth of Japan. As I 
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have intimate relations with the top officials of the Narcotics Section of the 
Ministry of Welfare of the Government of Japan, I know that they respect and 
admire the magnificent work of the United States Treasurv’s Narcotics Section 
and therefore intensification of narcotics control in the United States will have a 
good influence on the vital work of narcotics addiction suppression in Japan. 


GENERAL STATEMENT 


Mr. Ritey. I would say that the statement speaks for itself and 
I will not impose any more on the committee’s time. 

Senator Ronertson. The chairman has read the statement and 
knows that it emphasizes the great spread of opium and narcotics as 
used by the Communists. It is a matter of great concern, of course. 
We are glad to have it in our record. There is not any suggestion 
that that will change the budget estimate for this work. 

Mr. Ritey. We do not presume to offer any suggestions on figures 
or anything, because we are not experts on that. You men know the 
problem. But this man is an authority on the problem. He has 
written quite a number of books, and | have a sample of one of the 
books here with me. 

We have great confidence in him. 

Senator Ropertson. Are there any questions? 

Mr. Rivey. “Red Star Over Tokyo”’ is one of his books. 

Senator Roperrson. If there are no questions, we thank you, 
Mr. Riley. 

Gentlemen of the committee, this concludes all of those witnesses 
who wished to be heard. Unless some member of the committee 
between now and the end of the week indicates a desire to call some 
other witness, the Chair will instruct the clerk to have the hearings 
printed as soon as the transcripts have been checked and made ready. 


Tue Tax Court or THE UNITED STATES 


(Subsequent to the conclusion of the hearings the following informa- 
tion was received and ordered placed in the record:) 


Tue Wuitr House, 
Washington, March 29, 1956. 
The PRESIDENT OF THE SENATE. 

Srr: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1956 in the amount of 
$135,000 for the Tax Court of the United States in the form of an amendment to 
the budget for said fiscal year. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from the 
Acting Director of the Bureau of the Budget, with whose comments and observa- 
tions thereon I concur. 

Respectfully yours, 
Dwicut D. EIseNHOWER. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupaGet, 
Washington 25, D. C., March 25, 1955, 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1956 in the amount of $135,000 for 
the Tax Court of the United States, in the form of an amendment to the budget 
for said fiscal year, as follows: 


“INDEPENDENT OFFICES 
“THe Tax Court or THE UNITED STATES 


“Salaries and expenses 


Budget Original 


} g Increase 
page estimate 


150 | Salaries and expenses... en $1, 035, 000 $1, 170, 000 $135, 000” 


This proposed supplemental appropriation is neceanag to provide for the 
increased salary rate for judges which was authorized by Public Law 9, approved 
March 2, 1955. a 

This proposed supplemental appropriation was not included in the budget 
because the law authorizing the increase was not enacted until after the budget 
had been prepared. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 


“ 


PeRCIVAL BRUNDAGE, 
Acting Director of the Bureau of the Budget 


THe Tax Court or THE UNITED STATES 
NARRATIVE JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION, FISCAL YEAR 1956 


Explanation and purpose for supplemental request 

Public Law No. 9, 84th Congress, approved March 2, 1955, increased the 
salaries of the judges of the court from $15,000 to $22,500 annually, effective 
March 1, 1955 

The annual increased cost of this legislation for the Tax Court is estimated ‘at 
$135,000 and will require an increase of that amount in the estimates for the 
fiscal year 1956 already approved by the Bureau of the Budget and currently 
being considered by the Congress. 

Of the amount requested, $120,000 will be required for the increase of salaries 
for the 16 judges of the court, and $15,000 additional will be required, as pro- 
vided by section 7447 (retirement) (c) (2), Internal Revenue Code of 1954, for 
the compensation at the same rate, of 2 retired judges to be recalled to perform 
judicial duties during the fiscal vear 1956. 

The total amount of the $135,000 requested is directly attributable to the pas- 
sage of Public Law No. 9. 


Amounts available for obligation 


| 


Difference 


available estimate 


Presently | Revised 


$1, 035, 000 $1, 170, 000 +$135, 000 
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Obligations by activities 


Presently 
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BureEAU oF CUSTOMS 


Senator Roperrson. I have received a statement from Senator 
Carlson regarding the Customs budget which will be placed in the 
record at this point. 

The statement referred to follows:) 


STATEMENT OF SENATOR FRANK CARLSON ON THE Customs BupGrEtT 


The customs service of the Treasury Department is one of the most sensitive 
agencies in our wall of protection against subversive propaganda, sabotage, 
espionage, and is the first outpost in the fight against the smuggling of narcotic 
drugs. It enforces the Tariff Act and collects the revenue from customs while 
preventing and detecting fraud and undervaluation, thus protecting the interests 
of American manufacturers, 

In this atomic age, when dangers are magnified by the possibility of germ 
warfare and other unconventional weapons, our internal security is unbelievably 
endangered by the inability of the customs service to prevent the smuggling of 
atomic weapons that can be brought into this country and carried around in a 
suitcase 

There has been a steady and progressive deterioration of the enforcement 
functions that are essential in preventing smuggling and in filtering out unde- 
sirables. This decline has been brought about solely by false economy measures 
forced upon the Bureau of Customs since 1947. Every customs operation has 
been weakened and personnel reduced in the face of steadily increasing workloads. 

The customs policy has been to attempt to carry out its duties by taking 
so-called calculated risks in reducing the amount of protection at our seaports 
and land borders. Ineredible changes in procedures are daily taking place with 
essential operations going by the board in order to effect savings in manpower. 
Foreign vessels are being permitted to discharge cargo with little, if any, super- 
vision. The policy followed is to accept an affirmation of honesty and good faith 
as a substitute for the physical supervision and control formerly demanded in the 
proper enforcement of the Tariff Act. It seems useless for Congress to enact laws 
if enforcement is to be left to administrative discretion predicated on saving 
money by taking reckless chances with the security, health, and welfare of our 
Nation. 
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lo see the hundreds of thousands of pieces of bag 
samination makes one wonder what is behind sue 
amination process with reference to packages impor n 
nt of such packets to pass through without being open 
ntents. Not alone is revenue escaping but this system permit 
ff many items while affording no protection to legiti 

Phe menace of narcotie drugs among the youth of our country h 
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nate importer 

has becom 
ly to communism itself—which uses narcotics smuggling and addictio 
litical weapon and which is an essential ingredient in the Communist cor 


o debauch our youth. Congress is taking notice of th ‘oblem and nut 


t 


bills and resolutions have already been introduced in 
Che customs service is the first line of defense azair 
into thiseountry. Itis the sole agency ina po 
each the commerce of the underworld. Ever 
he customs level is money that pays for itself 
Che Bureau of Customs is a revenue-producing 
principal enforcement arms. The cost of 
lollar appropriated. Congress has a grave 
properly financed and administered. The dutie 
nportant as winning battles in the field. 


Senator Roperrson. The committee will now adjourn until it is 
called back to mark up the two appropriation bills. I want to thank 
those in attendance for their helpful cooperation. 

(Whereupon, at 2:45 p. m., Thursday, March 24, 1955, the com- 
mittee adjourned, subject to the call of the chairman.) 
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